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THE MONEY MARKETS AND OUR BANKING LAWS. 


The two advances just made in the rate of the Bank of 
England remind us that all the money markets of Europe and 
of the world have exhibited unusual quietude during the last 
few months. It is fortunate that the recent inflationist agitation 
in this country occurred at a time when our foreign exchanges 
were not disturbed by monetary trouble abroad. Like other young 
countries, we are so dependent on the accumulated capital of 
older nations, and so large an amount of our commerce is carried 
on with this foreign capital, that a feverish condition of the money 
markets abroad is always suggestive of responsive trouble in some 
part or other of our own financial machinery. From such apprehen- 
sions we have been, happily, free of late. Hence the paper money 
agitation has lacked one possible element of evil. Another advan- 
tage has been that the recent changes in the organic laws of our 
banking system have worked less mischief, as yet, than was 
generally looked for. 

A question of much practical interest, both in this point of view 
and to our mercantile interests in general, has just received 
elucidation from some statistics published by the Currency Bureau 
at Washington. We refer to the effects produced by the recent 
Banking legislation of Congress. This legislation comprehends 
two statutes, of which the first, in June, 1874, allowed the National 
Banks to withdraw their bonds from Washington, and to give up 
their circulation by the deposit of greenbacks for the amount of 
the bank-notes issued upon the bonds. The extent to which the 
banks would avail themselves of this privilege was warmly dis- 
puted. Some people contended that the privilege of issuing bank- 
notes was so valuable, and brought such enormous profits to the 
banks, that it was ridiculous to suppose that they would give up 
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their circulation without compulsion, and of their own accord. 
On the other side, it was argued that the profits referred to were 
overestimated, and that the National Banks are divisible into 
three classes. First, country banks, which make small profits on 
their other business, and larger profits on their circulation. These 
banks can not exist without the note-issuing privilege, and would 
dwindle and perish if it were taken away from them. Another 
class of banks, like those in New York city, do not need circula- 
tion as a means of earning profits, and would be very likely to 
embrace the opportunity of getting their bonds from Washington 
by the sacrifice of the note-issuing privilege. A third, and very 
numerous class, derive some aid from their circulation; but the 
question was mooted whether this aid was not so reduced 
in value by the changes present and prospective of the financial 
system of this country, that a large number of banks in the chief 
cities of the richer States would be likely to give up or diminish 
their issues of notes. 

Between these two contending parties the controversy is still 
kept up. Perhaps a sufficient time has not elapsed for the full 
development of the effects of the law, but we trust the Comp- 
troller will take the pains in his next report to trace out the 
results of the law and its specific operation upon the three classes 
of banks. Some interesting information is given in the subjoined 
table, which shows how the law has operated during the first 
fifteen months of its existence. It has withdrawn 25 millions of 


bank-notes, of which more than half have been given up by the 
banks in the States of New York, Illinois, Missouri and Indiana. 
What is wanting by way of further information is a tabular state- 
ment of the groups of banking cities, in which this new movement 
of surrendering the circulation has shown the most activity at 


different periods. Subjoined is the table: 
OPERATION OF THE BANK-NOTE CONTRACTION LAW. 


LEGAL TENDERS DEPOSITED JUNE 20, 1874, TO SEPT. 30, 1875, INCLUSIVE. 


Total. 
41,200 
27,400 
60,500 
701,400 
153,900 
391,750 
7,786,050 . 8,243,795 
329,840 . 352,900 
322,700 . 605,107 
430,600 
249,219 
1,037,379 
826,900 
279,900 
618,580 
495,000 
1,015,312 


Act June 20, 1874. 


New Hampshire. 
Vermont 
Massachusetts . - . 
Rhode Island... . 
Connecticut 

New York 

New Jersey 
Pennsylvania -..- - 
Maryland .....-- 
Dist. of Columbia E 
Virginia oe : 
West Virginia... 180,000 . 
North Carolina... 279,900 - 
South Carolina .. 618,580 . 
Georgia 326,000 . 
Louisiana 443,250 - 


Act June 20, 1874. 


112,440 . 


Arkansas 
Kentucky 
Tennessee 
Missouri 
Ohio 
Indiana ........ . 1,894,850 
Illinois ........- 3,703,600 
Michigan ....-.. 640,300 
Wisconsin 


2,840,350 


963,250 
Minnesota 


Nebraska 
Colorado 


Montana ....... 


90,000 .. 


471,500 - 
60,259 - 


Total. 
112,440 

90,000 
471,500 
508,260 


- 2,875,750 


172,950 . 


364,750 


- 2,156,032 
- 4,171,500 


620,400 . 


667,300 
910,200 


- 1,140,138 


702,050 
504,071 
40,480 
50,925 
270,000 
27,000 


— 


Totals, including deposits of insolvent and liquidating banks $25,042,749 $30,599,238 
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The second law to which we referred was passed in January, 
1875. It authorized the creation of new National Banks without 
limit. It repealed the old maximum of the bank-note circulation, 
which was fixed in the law of 1864 at 300 millions, and was 
afterward extended to 354 millions, 12th of July, 1870. This 
limit was given up by the law of January, 1875, and, as we have 
said, the National Banking system is allowed to issue notes without 
limitation. But, for every $100 of bank-notes emitted, $80 of 
greenbacks are to be withdrawn, till the greenback aggregate is 
reduced to 300 millions. This statute is known as the Free Bank- 
ing law, and its enactment was expected to cause an immediate 
and extensive enlargement of the volume of the currency. The 
following table gives the official figures, showing the actual results 
of the law for nine months after its passage : 


OPERATION OF THE FREE BANKING LAW. 


BANKS ORGANIZED SINCE JANUARY I4, 1875, WITH THEIR CAPITAL AND THE 
CIRCULATION ISSUED THEREON UP TO SEPTEMBER 30, 1875, INCLUSIVE. 


Place. No. of Banks. Capital. Circulation. 

525,000 Bae 256,500 

200,000 ects 90,000 

650,000 3 72,000 

2,480,000 618,500 

100,000 ie 31,500 

a 530,000 “ 321,300 

New Jersey oi 400,000 oy: 237,000 

Pennsylvania Sams 3,115,000 902,650 

Virginia tail 74,000 27,000 

Kentucky cone 200,000 53,500 

Tennessee a 50,000 45,000 

Missouri incl 50,000 27,000 

210,000 97,380 

150,000 63,900 

200,000 bean 81,000 

150,000 mae 58,500 

ee ee M 100,000 roe 36,000 
Colorado 50,000 ae 


---- $9,234,000 ..... $3,023,730 


Additional circulation issued since Jan. 14 to banks organized prior to that 
date, $ 7,194,845; total currency banks, $ 10,218,575. 


We have expounded so lately the reasons which counteracted 
the anticipated inflation, that we need do no more in this place 
than to call attention to the fact that in the West and South 
where it was pretended that new banks were chiefly wanted, the 
increase of the banks has been very restricted. While, however, 
the friends of a sound currency congratulate themselves that the 
Free Banking law has caused so little inflation, they must remem- 
ber that it has scarcely had time as yet to develop the full force 
of its powers for a mischievous expansion, both of the currency 
and of credits. 
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SAVINGS BANKS DEPOSITS AND OUR OPERATIVES. 


Among the various expedients by which the wages classes 
have been elevated during the industrial revolution which has been 
so remarkable a characteristic of the past thirty years, one of the 
best is the growth of savings banks. The reports of the New 
England savings institutions have reached us for the year 1874-5, 
and show the following results as compared with the previous 
three years: 


DEPOSITS OF THE NEW YORK AND NEW ENGLAND SAVINGS BANKS. 


—-——_-—. Number of Depositors. 
States. 1871-2. 1872-3. 1873-4. 
69,411 .. 81,320 .. 90,398 
New Hampshire 86,791 .- 94,967 .. 92,501 
Vermont 15,988 .. 15,988 .. 16,200 
80,076 .. 88,664 .. 93,124 
Massachusetts 561,00r .. 630,246 666,229 
Connecticut 178,087 .. 201,742 .. 205,510 


Total New England..-. 991,354 -- 1,112,927 -- 1,153,962 .. 1,223,788 
New York -- 822,642 .. 839,472 -.. 872,400 


A mount 0f Deposits. ———_———— — 

1872=3. 1873-4. 1874-5. 
22,787,802 .. 26,154,331 -- 29,556,498 .. 29,610,193 
New Hampshire .... 24,700,744 -.. 28,462,310 .. 28,921,502 -. 30,062,839 
Vermont 4,438,208 .. 4,881,789 .. 5,751,002 -. 7,590,592 
Rhode Island 36,385,108 .. 42,583,535 -- 46,617,164 .. 48,775,285 
Massachusetts 163,704,077 -. 184,797,314 ~-202,195,343 --217,461,033 
Connecticut 62,717,814 .. 68,523,400 .. 72,205,624 .. 70,998,693 


Total New England. $ 314,733,813 $355,702,679 $385,247,135 $404,498,635 
New York 267,905,866 . 285,286,621  . 285,520,083 - 308,225,710 


In the State of Connecticut there is a falling off in the 
deposits of $1,206,931. This is a heavy decline, and shows the 
severity of the pressure of the times. What is remarkable is that 
none but the smaller depositors seem to have drawn out their 
money. Thus, while the sum of $1,206,931 has disappeared from 
the deposits, 18,083 names have disappeared from the list of 
depositors. This gives an average of $66.74 to each retiring 
depositor. But this sum is less than one-fifth of the average 
deposits, which amount to $ 378.81 this year against $ 361.34 for 
the year previous. Hence, we see that for every depositor in 
Connecticut who has dtawn his money out of the savings banks 
ten depositors have not done so, and these ten have an average 
of deposits $27 greater than last year. Thus it is only the weaker 
and less frugal of the savings bank depositors which seem to have 
suffered. This fact enables us to understand how it is that in 
every State but Connecticut, whose savings bank figures are tabu- 
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lated above, there is an absolute increase in the aggregate of the 
deposits as well as in the number of depositors. 

The history of savings banks in this country and abroad has 
been closely connected every step with the growth and progress of 
free institutions. The first savings bank was established two years 
after the establishment of American independence. ‘The following 
year, 1789, the second savings bank on record was set up in 
Switzerland, where the system has grown with such rapidity that 
with 2,670,000 people there are 303 banks and $57,600,000 of 
deposits, while France has only 1,242 banks with $114,000,000 of 
deposits, and England has 5,334 banks with $328,365,000 of 
deposits. Moreover, as the savings bank deposits throughout Eu- 
rope, excepting Russia and Turkey, amount to $1,180,000,000, the 
average deposit per head in Europe is $5.60. In England, $9.60. In 
France, $3.16, and in Switzerland, $17. Among every 100 
inhabitants there are in France 6 depositors, in England g, and 
in Switzerland 20. It would not be easy to trace out the numerous 
advantages of a moral and material character which have been 
produced by this rapid extension of the savings bank system in a 
country so destitute of some important productive facilities as 
Switzerland. Shut out from other investments for their frugal 
savings, the people of necessity are driven to avail themselves 
of the savings bank to a greater extent than are the inhabitants 
of those countries where other investments are so constantly 
offering new temptations to capital. In many Swiss villages 
banks have been established by a sort of joint-action of the 
Government and of the depositors. The State guarantees the 
safety of the deposits. Very small sums are received. Depositors 
have to bind themselves to pay in a fixed sum per week. 
The minimum is 19 cents. The maximum is $10. This 
payment must be continued for three years. After the depos- 
its amount to $1, interest is paid upon it at the rate of 4% per 
cent. Depositors are entitled to loans, equal to 75 per cent. of 
the sums to their credit. They pay 6 per cent. interest. Some of 
the banks oblige the borrowers to repay them by one-tenth every 
month. They also loan capital to co-operative associations, the 
business being under the control of the bank until the advances 
are repaid. In the Canton of Vaud co-operative societies have 
been organized by the agency of two of these banks among tailors, 
tin-workers, printers, painters, and plasterers. At the end of three 
years a depositor receives the sum to his credit, with the interest 
that has accumulated during that time, and a proportionate share 
of the profits of the bank. He may then, if he chooses, re-invest 
it in $20 shares, which bear interest at 4% per cent. and entitle 
him to a larger proportion of the profits than the non-stockholding 
depositor receives. The first of these Government banks was 
founded in 1865. ‘They have all been successful, though some 
have, of course, outstripped others. ‘The first one in the Canton 
of Vaud was started in 1867. It then had 93 members and 
$175 of capital. At present its capital is $13,000. It does an 
average weekly business of $6,000. 
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CLEARING-HOUSE SYSTEM OF THE UNITED STATES. 


The New York Clearing-House held its twenty-second annual 
meeting on the second Tuesday in October, as is reported else- 
where. The currency exchanges of the year amounted to 
$2 3,042,276,858.47 ; and the currency balances to $1,104,346,845.32. 
The gold exchanges amounted to $108,940,058.85, and the gold 
balances to $18,284,429.61. Thus the total transactions of the 
year amounted to De cea 5, Showing an average for the 
year of $79,326,301.28. During the last 22 years the total trans- 
actions have amounted to $438,200,331,519.64. There are 59 
banks in the Clearing-House, of which 15 are State Banks and the 
rest are National Banks. It will be seen that the business shows 
an improvement upon last year, though it is below the average of 
previous years. This report is very interesting. It reminds us, 
among other things, how vast is the aggregate of the business of 
this country. The exchanges of our banks constitute no more 
than a part of their operations, yet their exchanges alone amount, 
as is seen, to 23,000 millions a year, which is about as much as 
the average of the London Clearing-House for the last seven 
years. Secondly, we see how great is the saving of currency 
effected by this greatest of modern improvements in banking 
methods. The 23,000 millions of debts above reported, were paid 
by the use of no more than 1,104 millions of currency. Thirdly, 
the Clearing-House system is in some respects more fully developed 
in this country than in Europe. In England, for example, there 
are no Clearing-Houses outside of London, except that of Man- 
chester. But, in this country, we have a considerable number of 
Clearing-Houses in the interior, all of which are in daily operation, 
while most of them have been established many years. 

In our June and August numbers have appeared some statis- 
tics respecting the rise and progress of American Clearing-Houses. 
To the list of 14 we now add two others, viz.: those of Worcester, 
Mass., and Cleveland, Ohio. 

The Cleveland Clearing-House Association was established 
December 28th, 1858. It now comprises 9 banks. Its exchanges 
are made every day at 1 P.M., and the balances are paid the next 
day by draft on New York. The President of the Association is 
Truman P. Handy, and Mr. Alfred H. Wick is the Secretary. 
We have no record of the amount of the transactions. 

The Worcester Clearing-House readily establishes its claim to 
be the pioneer of the clearing system in the interior cities, by 
reference to the BANKER’s MaGaziNE for 1863 (Vol. xviii, pp. 
474-5), where its Constitution and Articles of Agreement appear in 
full. It is, therefore, the fifth in order of seniority, preceded only 
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by New York, Boston, Philadelphia, and Baltimore, and has been 
in successful operation since 1861. Its present Articles of Asso- 
ciation, differing but slightly from those originally adopted, are 
simple, concise, and easy to be understood. The balances are 
paid to the creditor banks by check of the clearing bank upon 
its correspondent in Boston, the debtor banks paying the clearing 
bank, also by check on Boston. This is the system alluded to by 
us as the New Haven method, but which more properly should 
be called, hereafter, the Worcester method of settlement. It is 
practically the same as that described by Mr. Patterson in our 
June number (page 931) as prevailing in London. 

Each member of the Association having a capital of $ 250,000 
or less deposits $1,000, and each member having a larger capital 
deposits $1,500, as its proportion of the clearing fund required by 
sec. 7. The whole number of banks members of the Association 
is nine, and the amount of clearing fund deposited $11,500, repre- 
senting a capital of $2,550,000. The business of several years is 
as follows: 

Year. Exchanges. Balances. 


$6,051,763 44 holes $ 1,517,131 03 
15,086,236 88 ae 4,797,309 29 
29,021,671 96 : 9,328,295 17 
29,021,632 10 ae 9,568,497 56 


THE DECLINE IN EMIGRATION. 


There has been a notable falling off in the number of immi- 
grants in the past year. ‘The causes of this decline are of two 
general kinds. First, this country, since the panic of 1873, has 
offered fewer inducements to unskilled and incompetent laborers to 
come here. Secondly, foreign governments have taken steps to 
check emigration, and the condition of the working classes abroad 
has been improved by ampler wages and other benefits resulting 
from the financial and industrial activity developed in Europe 
since 1870, by the Franco-German war, and by the enormous 
displacement of floating capital which the war produced by the 
payment of the indemnity, and otherwise. Thus it appears that 
changes here and abroad have been working together toward this 
one result, and it would be extremely interesting to trace the 
effect of these new forces in changing the proportion of those 
elements of the European population which are attracted to 
this country. As an addition to our previous statistics on this 
subject, we have obtained from the Commissioners of Emigration 
the subjoined table, which shows the precise character of the 
immigration at this port, so far as nationality is concerned. The 
report extends from January last, to the end of September. It 
not only shows the number of foreigners and citizens who came 
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here from each foreign country, but it exhibits also the aggregate 
for each month. Subjoined is the table of the Commissioners : 


IMMIGRATION AT NEW YORK, JAN. I, 1875, TO SEPT. 30, 1875. 


-———Steerage.—__,  —————-Cabin.——___, 
Naturalized Naturalized 
Country. Aliens. Citizens. Total. Aliens. Citizens. Total. 
Austria , a7. 914 - 50 . 79 - 129 . 
Australia p ‘ oe Ss : a5 
Asia P amd =. make oa esd 
= ei Hi e. 2. 
British America.. eee ede Fa ae saws as 4- 
Belgium ......-.- , . 162. gi. 28 . 59 - 
Bohemia : - 2,558 - Ss 25 . 2 « 
ee F ‘ on. (Gy . a ‘ 
China ‘ ‘ 2. te. Be 60 . 
Central America. . ee ‘* sa C= 4o . 64 - 
Denmark 5 . ag: Be. 47 - 95 - 
East India eS . 12 - 13 = a 30 . 
England = - 10,836 - 1,72 1,393 a 
- 1,514 - 457- 466 923 - 
Germany a - 23,010 - 2,002 - 3 
Greece ; F Io . a = °- 
Hungary : 735 - II 7 ~ 
Holland - . We. 66. 3 
Isle of Man..... 39 - : Cae 
Ireland « 22;597 - 300 « 


Italy : - 2,036 . 90 é 

Iceland ae i ~ees cy : 

Luxembourg ...- - a ‘ 181 >. ‘ : 194 
2 


B. 14 - ; ‘ 26 
- 2,754- 44 : - 2,000 
New Brunswick... a ‘ 33 - eer 8 es — 33 
Nova Scotia 4 ‘ 30 - 2. i ‘ 33 
New Providence. kai ‘ ae ee ee — oe 
. Portugal i = a - $ 31 
Roumania a tas wa ‘ er “ 2 
eee y — a. - 2,862 
Switzerland a . P - 1,407 
Scotland ‘ ‘ A ‘a - 3,926 
; : - 3835 
- ‘ i 224 
South America... é 3 5 179 
Turkey zs 5s . “8 22 
United States.... oo - “ =e - . 17,555 
Wales . 4 i , 84. 1,082 
West Indies 


- 84,757 - - - - 112,347 
Arrivals in 1875. 
January ; - 1,994 - . : - 3,056 
February : « 370g - = 5 - gee 
" . 6,899 . ‘ ; = gas 
« 13,670 . 3 ‘ - 16,313 
- 18,209 - 3 503 - . 21,490 
- 13,218 i . - 16,132 
9,469 . - 3.479 - 12,948 
-<s 8,376 - : 82. 4,338 - 12,714 
September 34. g2ms . : 7. & - 15,622 


NS 5s atdics 3,051 . 06 . 84,757 - A - 27500 .. 292,967 
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The foregoing statistics have elicited the statement that the immi- 
grants of the present year, though fewer in number, are better off, 
and bring with them more money and greater skill than those of 
previous years. If this statement should be borne out by facts, 
it would confirm the evidence that is accumulating from other 
quarters, to show that the economic value of the immigration 
movement has not declined so much as some superficial observers 
have supposed, and that the productive growth of this country 
has not so greatly suffered from the decline in the number of the 
immigrants. 


FAILURES DURING THE CURRENT YEAR. 


Soon after the panic of »873 it was suggested that a Quarterly 
Report of the commercial failures which happen in the United 
States and in Canada, would be of considerable service both to 
the banking community and to the mercantile interests of the 
country. Messrs. Dun, Barlow & Co. have consequently made 
the needful arrangements, and in the BANKER’s MacGaziNeE for 
May was published the first Quarterly Report of failures. We have 
just received the third quarter’s returns, which, as was expected, 
show a considerable increase over those previously issued. ‘The 
subjoined table gives the aggregates for the second and third 
quarters, with the aggregate for the nine months. Those of our 
readers who may wish to compare the report of the first quarter 
of the year, can do so by referring to page 828 of our last 
volume. 

As this is the first year in which quarterly returns of failures 
have been compiled, an accurate comparison with similar periods 
is impossible. But the total failures of previous years, divided by 
three-fourths, give a comparative result sufficiently exact : 

Total Failures Three-Sourths Total Liabilities Three fourths 
of same. Jor Year. of same, 
3,050 .. $121,056,000 .. $90,794,000 
i a 228,499,000 .. 171,374,000 


4,371 pe 155,239,000 .. 116,429,000 
5.334 --  Ninemonths. .. 131,172,000 


Average for 9 months of 4 years, 4,160 Average for 9 mos. of 4 years, 127,442,000 


It will be seen that in New York city, the failures for the past 
nine months number 546, with liabilities amounting to $31, 696,350. 
The failures in 1874 were 483, with liabilities of 24 millions; in 
1873 the failures in the nine months were 498, with liabilities of 
69 millions; and in 1872 the number was 315, with liabilities of 
15 millions. Taking the average of the nine months in four years, 
the result is 460 failures, with average liabilities of 35 millions. 
Hence it follows, that though the above figures for New York 
may seem large, the average of years indicates that they are not 
very excessive. In the failures of the past quarter, there were a 
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few of exceptionally heavy character—four concerns alone in New 
York city aggregating liabilities of over eight millions of dollars. 
The increased xumber of failures in New York, and throughout the 
country, is an important indication of the pressure of the times. 


FAILURES IN THE VARIOUS STATES, JAN. I TO SEP. 30, 1875. 


2d Three Months.~~3d Three Months.~—Total, 9 Months. 
States and Territories. No.of Amountof No.of Amountof No. of A mount of 
Jailures liabilities. failures. liabilities. failures. liabilities. 
Alabama 5 - $157,000 . 2. $20,000 . 22 . $543,000 
Arkansas I2. 124,000. 2. 21,000 . 20 . 221,000 
California 55 - 1,831,699 - 49 - 626,441 . 165 . 3,134,111 
Colorado 14 - 71,200 . 19 . 197,300 . 53 - 562,402 
Connecticut 36 - 559,393 - 62 - 1,456,515 - - 2,368,569 
Delaware - 59,500 . 30,000 .- . 154,500 
58,100 . - 3,000 . - 139,924 
59,000 . a 2,800 - 241,800 
. 2,139,830 - 371,300 . - 45318,430 
Idaho ee " a alee 3,000 
Illinois 1,852,400 . - 1,783,852 - 6,013,970 
DOMNE a oiiacccaes = gabe - - 1,677,129 . 236 ~ 3,654,012 
Iowa 201,100 . - 493,200 - - 1,014,805 
145,500 - - 314,600 . - 543,400 
5 - 3,879,900 - - 263,000 . - 2,582,300 
a 8. 187,653 - - 209,000 . - 702,484 
i 315,000 - 35 - | 250,000 . 90 - 904,000 
Maryland...... = 387,700 « - 8,226,531 - - 9,324,666 
Massachusetts - 4,036,700 - - 4,774,821 - 15,628,321 
ichi - 753,862 - - 1,225,749 - - 2,490,052 
Minnesota 562,125 - 30 - 551,075 - - 1,363,200 
Mississippi S. yo6400. 2. FLAS - - 813,465 
Missouri - 1,119,062 - 40 - 552,400 - - 2,725,793 
Montana Territory =a Mies 35,000 . . 
Nebraska ‘ = i 15,300 . 
Nevada a - 7+ 140,600 
New Hampshire ‘ - 22. §37,300 - 
New Jersey ‘ - 51% - 1,577,845 
- 201 . 2,795,117 
New York City 3 - 211 .16,933,850 - 
North Carolina - 263,400. 2. 285,000 
1,188,737 - 99 - 2,014,623 
Oregon « 6609. 2. 
Pennsylvania - 3,693,858 . 131 - . “13, 019,883 
Rhode Island - 303,200 . 16 .- 6. : - 995,594 
South Carolina ~ 4083,990. 7. 2 R 71554, 518 
Tennessee 201,703 . 29 . . x 398 743 
600 . 77 - 1,876,239 
Utah Territory : oo - - - 53,500 
Vermont - 17. 175,800 . - 472,500 
Virginia and W. Virginia 25 343,254 - 680,451 - ; ¥480,370 
Washington Territory --. er Bt Gees 


sia ‘ 2,804 
Wisconsin 752,719 2 350,924 - - 198 - 1,523,027 


I 581 $33,667,313 1577 1,771 $54,328,237 5,334 $131,172,503 
Dominion of Canada.... 432 $7,876,104 74 741 $9,894,100 1,569 $21,911,544 


Of course, it will not be forgotten that these failures result 
largely from previous misfortunes, with which the trade of the cur- 
rent year is not chargeable. The panic of 1873 has, no doubt, 
laid the foundation for many of the casualties included in the fore- 
going table. Moreover, the liabilities have been swelled by an 
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attempt, on the part of some of the heaviest houses who have 
succumbed, to float themselves along, in the hope of a revival of 
business and a return of better times, when their assets would 
become more realizable. Such a period as the present puts to a 
very severe test the stability of firms who are expanded, while 
those whose credit rests only on previous reputation, and who 
have only the shell or débris of lost fortunes, cannot bear the 
searching, realizing spirit which is dominant in the financial and 
business circles. Finally, a reckless disregard of legitimate business 
principles in former years, or more recently, has caused not a few 
of the failures of the current year. But such results should be 
charged to the indiscretions of individuals, or their want of judg- 
ment, rather than to disorganized trade, or to an unsafe and omi- 
nous expansion of credits. 

By these, and other considerations, Messrs. Dun, Barlow & Co. 
account for the increased number of failures. They add the follow- 
ing judicious remarks at the close of their circular: “The reduction 
in the volume of business, the seeming impossibility of largely 
reducing expenses, and, above all, the enormous number engaged 
in business, in proportion to the trade to be done, even in the 
best of years, and which periods like the present ‘ weed out’ most 
effectually—these are causes for an increased failure list, which 
may be justly attributed to the pressure of the times. But, after 
all, it may be doubted if this process is an unmixed evil. While 
the above figures seem to indicate a much worse condition of © 
affairs than was supposed to exist, it is apparent that the disease 
with which the commercial community is affected has been one of 
slow development; and it by no means follows that, because the 
symptoms are now becoming more marked than formerly, the 
recovery of the patient is any the more remote. On the contrary, 
there are many indications of returning health and vigor. Chiei 
among the hopeful signs of the times is the disposition to rapidly 
realize upon the abundant crops which have been so successfully 
harvested, and which must greatly increase the purchasing and 
debt-paying power of a large class of the community. In antici- 
pation of this movement in crops and currency, a very: fair trade 
has been done at almost all jobbing centers, and though business 
yy no means attains its former volume or profitableness, the results 
of the autumn trade are in the main encouraging. It is true, that 
numerous interests remain depressed; that capital continues timid 
and therefore idle; that many manufactories are only partially 
employed; that some staple articles of merchandise show no profit, 
while others can only be sold at a loss; and that there is much 
which prevents a hopeful view of business matters. But, as com- 
pared with the condition of things at this date last year, there is 
certainly an improved prospect. Notwithstanding the figures pre- 
sented above, the year has been by no means one of disaster, and, 
though the process seems a slow one which leads on to prosperity, 
it is none the less a sure one. ‘That this is a general conviction 
in the minds of distributors of goods is best evidenced by a ten- 
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dency which, while it is encouraging, is none the less dangerous. 
We refer to the gradual increase in the time of credit given, and 
the great advance in the amounts granted. An undue expansion 
of credits for the purpose of inducing business is an evil policy at 
any time, but it is peculiarly so, when economy, restricted trade, 
and gradual reduction of existing indebtedness should be the feat- 
ures of the hour. Cheap credit is the sure precursor of disaster ; 
and, while the strongest element in the financial fabric in these 
trying times has been the small indebtedness, it is not difficult to 
see that, if the lines of credit become lax, in time, amount, or 
character, all that now promises favorably will only contribute to 
hasten an unhealthy and an unsafe condition of business. A wise 
conservatism should be practised in this respect ; for if the standard 
of credit is elevated rather than lowered, and if a rigid scrutiny 
is made into the claims of all who seek it; the revival of busi- 
ness will not be retarded, but hastened and made more solid and 
lasting. 

To show the results of indiscriminate credit and expansion in 
the wrong direction the circular refers to the condition of things 
in Canada: “Two years ago, trade was in the highest degree 
prosperous and safe; the progress of all the leading towns was 
remarkable, and apparently based on sound principles. But 
largely increased bank capital, inducing liberal loans; heavy im- 
portations, necessitating free sales to weak people, and a general 
expansion of credit, have, in an incredibly short time, brought about 
a result as startling as it is suggestive. In the last nine months, 
the failures in Canada have been 1,569, with liabilities of nearly 
$22,000,000. This, in 50,000 traders reported in the Dominion, 
implies that thirty in every thousand traders have succumbed to 
the pressure, while, in the United States, the figures show in the 
same period only eight failures in every thousand traders. Of 
course the solid prosperity of the great body of the people of the 
Dominion is undoubted, and already good progress is being made 
toward recovery in the health of its trade, but the figures we here- 
with present teach the lesson that expansion in unwise credits is 
most delusive and dangerous.” 

There are several general questions of practical interest on 
which the foregoing tables show some light. The first is, as to 
the risks of business in this country. In consequence of various 
recent disasters to credit, and especially -since the failure of Dun- 
can, Sherman & Co., the public mind has been prepared to find 
the casualties of business greater than usual. The dangers of all 
sorts of industrial enterprise have constantly been enhanced by the 
perplexity which disturbs business in consequence of the greenback 
agitation. The total number of persons and firms whose commer- 
cial status is reported amounts to 650,000, comprising merchants, 
bankers, manufacturers, and traders in every town and city on this 
continent. Of this army, 650,000 strong, the total number tainted 
by failure during the past nine months is 5,334. Last year it was 
5,830, or ‘896 per cent. In other words, not more than nine 
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traders in every thousand have failed in business during the two 
years. ‘This proportion is probably larger than that of England, 
Germany or France, but from the absence of detailed statistics in 
those countries we are left to conjecture, and the estimates vary. 
Another question is as to the amount of business’ actually done 
by the business firms of this country. This element of our calcu- 
lations is important, for there is no doubt that the volume of 
business done in the United States has received a very large 
increase since 1861, when the failures were nearly as numerous as 
those of the present year. ‘This will be seen from the subjoined 
table of failures since 1857. 
FAILURES IN NEW YORK AND THE UNITED STATES, 1857 TO 1875. 
-United States.--———~ ————New York.—-- —-—-~ 
Amount. No. Amount. 
$291,750,000 ..-. 915 .--. $135,129,c00 
95,749,000 .... 400 .... 17,773,462 
64,394,000 .... 2 ee 13,218,000 
E007 000 a2: GAB sen 22,127,297 
207,210,000 .-.. 980 sont 69,067,114 
23,049,300 -- 1620 .... 7,491,000 
6,504,700... 1,670,000 
63,774,000 2... 417 ..-.. 31,654,000 
75,054,000 4 SM eee 21,370,000 
O5,242000 ane. 430 sss 20,573,000 
ar 20,740,000 
121,056,000 ==. oe igh 20,684,000 
228,499,000 .... 644 ..-.. 92,635,000 


vias S5.209000 .... GOR -.-. 32,580,000 
ee pi) i” 31,696,550 


* For the first three quarters, January to October. 


It is to be regretted that we have no means of estimating the 
number of firms whose status is reported every year. Had we 
these figures we should be able to discover the exact proportion 
of failures in 1857, in 1861, and in some other years as compared 
with those of the present year. We have only the means at 
present to apply this method of calculation to the figures of last 
year, when the aggregate failures were for the sum of $155,239,000. 
This amount of liabilities was divided among 5,830 insolvent per- 
sons and firms. A simple calculation shows that each insolvent 
averaged $26,627 of liabilities, and that, assuming the same average 
for the 650,000 solvent firms, referred to above as being included 
in the report of the year, the aggregate liabilities, in 1874, of our 
commercial classes amounted to $17,307,550,000. In round num- 
bers, therefore, the average liabilities may be taken at 17,000 
million dollars, and assuming that these liabilities run off every 
go days the total liabilities created during that year were nearly 
70,000 millions. ‘These figures suggest the inference that 70,000 
million dollars of commercial transactions yielded but 155 millions 
of insolvencies, and if no more than 15 per cent. of dividend was 
declared the total loss would only amount to $132,750c,000, or a 
little under one-fifth per cent. This estimate, though only 
approximate, may suffice to show that the failures of the last two 
years, heavy as they are, amounted to a much smaller percentage 
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of the liabilities out of which they sprung than has often been 
supposed. It must, however, be remembered that the losses we 
have passed in review constitute a very small part of the mischiefs 
which are inflicted on the nation by the destruction of capital and 
the dislocation of industry incident to so large a number of yearly 
failures among our manufacturing and mercantile firms. 

This is, in some points of view, the most important aspect in 
which the failures of our industrial community can be regarded. 
These disasters indicate the ravages of an epidemic whose power 
‘reaches far beyond those elements of the National wealth which 
admit of being measured in dollars or expressed in statistical 
formule. None of us will deny that industrial failures, like the 
casualties of war, are often the punishment of ignorance, the 
penalty of rashness, the result of incompetence or error. But there 
are many such disasters which befall men without any fault of 
their own. The faults of the financial system are sometimes more 
to blame than those of the man who suffers from them. Hence 
the worse our financial system becomes, the greater the need of per- 
sonal caution. We have lately entered upon a new and troublous 
period of our National finance. The inflation agitation, the 
approach of specie payments and those general causes which 
extend far beyond this country and are producing both here and 
abroad so much of mercantile depression and industrial trouble, 
will be likely to multiply the risks of business and to make con- 
servative caution more necessary than ever in the giving of credit. 


OLD AND NEW FLUCTUATIONS IN GOLD. 
No. 2. 


With regard to the stock of gold in the commercial world in 
1849 and since, a number of conflicting estimates have at various 
times been published by us; but the trouble is that two unknown 
quantities enter at every step into our calculations. First, we can- 
not obtain with absolute certainty a precise account of the total 
production; and secondly, we are equally unable to discover how 
much gold is used in the arts, and how much has been exported 
to Asia, or in some other way has been withdrawn from use as 
money. ‘To the other estimates which we have at various times 
offered to our readers we may add that of a recent German writer, 
who in a late issue of the Deutsches Handelsblatt gives some sta- 
tistics of the product of the precious metals throughout the civil- 
ized world, from the beginning of the sixteenth century to the 
close of 1873. His estimate is that from the year 1500 to 1849, 
the total product of gold was 8,900,000 pounds, which was 
worth $3,100,000,000. The aggregate product of silver was 
295,000,000 pounds, valued at $6,625,000,000. It thus appears 
that, of the entire production of the precious metals from 1500 to 
1849, gold constituted less than 3 per cent. in weight, and silver 
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more than g5 per cent., but in value gold was 32 per cent. and 
silver 68 per cent. While, therefore, the silver outweighed the 
gold more than 32 times in value, it was worth little more than 
twice as much. ‘This will be made clearer by the subjoined table: 


PRODUCTION OF PRECIOUS METALS, 1500 TO 1849. 


Per cent. Per cent. 
Pounds weight. Value in dollars. weight. value. 


Silver ... 295,060,000 ----  $6,625,000,000 tae 97 are 68 
Gold .... 900,000 Pee 3,100,000,000 aisles 7 Pe. 32 


Since 1849 the gold of California and Australia started a new 
era, and vastly augmented the supply of the precious metals. From 
that time to the end of 1873 the production of gold is set down 
at 9,600,000 pounds, or nearly three-quarters of a million pounds 
weight more than was raised in the preceding 350 years. In 
value this gold product was worth $ 3,350,000,000. The quantity 
of silver raised in the same 25 years is estimated at 69,000,000 
pounds, or $1,550,000,000 in value. In this quarter of a century, 
therefore, gold constituted more than 12 per cent. of the weight 
and about 86 per cent. of the value of the aggregate product. 
This is shown in the tables given below: 


PRODUCTION OF THE PRECIOUS METALS, 1849 TO 1873. 


Per cent. Per cent. 
Weight pounds. Value dollars. weight. value. 


Silver ... 69,000,000 1,550,000,000 ee 86 


eis 32 
Gold .... 9,600,000 cas 3,350,000,000 POD 12 aperard 68 


RECAPITULATION. 
Date. Metai. Weight, lbs. Value. 
1500 to 1849 Silver $6,625,000,000 
1849 to 1873 Silver 1,550,000,000 


1500 to 1873 $7,875,000,000 
I 300 to 1849 3,100,000,000 
1849 to 1873 3350,000,000 


1500 to 1873 $6,450,000,000 


1500 to 1873 Silver and Gold.. 382,000,000 $14,325,000,000 


According to these tables the whole yield of the precious 
metals from 1500 to 1873 was $14,325,000,000. Of this total, 
gold constituted $ 6,450,000,000, and silver $ 7,875,000,000. The 
next step of the inquiry is, where is all this gold at present? To 
this question our contemporary replies, that if we search the vaults 
of the Banks of England, France, Germany, Holland and Belgium, 
we shall not find more than $ 750,000,000. It is true that in the 
pockets of the people there may doubtless be a considerable 
amount, and large sums are circulating for business purposes, or 
are buried in hoards. But these amounts are in all probability 
much smaller than is sometimes supposed, for specie payments are 
suspended in the United States, France, Austria, Italy and Russia, 
and less coin is circulated or used in those countries. Of course 
there is some stock of gold in the hands of jewelers and 
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other artists who work in the precious metals. But allowing for 
all these sums at the present time in use throughout the com- 
mercial world, there is an immense aggregate of the precious 
metals which remains to be accounted for. The wear and tear 
of coin is estimated at $15,000,000 a year, and the demand for 
the Oriental markets of India, China and Japan has always been 
very large. 

A more important practical question is, how the -relative value 
of silver is affected by the production of the two precious metals 
and by the excess of the supply of either above the demand for 
it. We can not follow the elaborate arguments of our contem- 
porary in detail. He shows that during the 350 years ending 
in 1849 silver fell in value more than gold did, because the 
production of silver exceeded the production of gold more than 
32 times. If it had exceeded gold twenty times, the silver would 
probably have kept its relative price. But there was a greater 
excess of. production, and according to the law of economics which 
governs values, the price of silver fell. Thus in the first half of 
the sixteenth century an ounce of gold would buy 11°25 ounces 
of silver. In the first half of the seventeenth century one ounce 
of gold would buy 12°5 ounces of silver. In the eighteenth 
century it would buy 15*1 ounces. In the nineteenth century 15°65 
ounces. In May, 1875, an ounce of gold would buy 16°54 
ounces of silver. Thus the value of silver has fallen 7 per cent. 
within a few years. Whether it will continue to fall or whether it 
will take a movement upward is very uncertain. 

These are the main points discussed in the elaborate paper 
before us, but the writer makes little or no reference to a ques 
tion which, to the economist and statesman, is of much importance. 
We refer to the monetary revolution which the gold discoveries of 
the last quarter of a century have produced all over the civilized 
world. This revolution has had two stages, each distinguished 
by its own characteristics. The first of these stages has closed, 
and the second is just beginning. Among the chief features of 
what has been called the expansion stage of the great monetary 
movement, the most conspicuous is seen in the prodigious activity 
imparted to the productive powers of Christendom. Under the 
pressure of the forces thus let loose in the commercial world, the 
monetary systems of the various nations were put to a severe 
strain, and the weaker parts of the financial machinery have 
suffered severely. The fight of labor against capital is but one of 
the symptoms of this overstrained action of the economic forces 
of the commercial organism. A more important one is the break- 
ing down of the sound currency system of commercial Europe, and 
the inauguration of a paper money inflation in its stead. 

The second stage of this great movement is destined to undo 
much of the evil, to redress many of the wrongs, and to repair 
in part the damage done under the old regime, while consolidat- 
ing and making permanent benefits which had been attended by 
these minor evils. It is not surprising, therefore, that we find 
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that as the third quarter of the present century was rematka- 
ble for the extension of paper money, so the fourth quarter 
has scarcely opened before we find a new series of conservative 
forces are set in operation to rid commerce and material progress 
of the incubus of paper money. 

In virtue of these new forces, which are equally potent 
in Europe and America, nearly all those countries which 
have an irredeemable paper currency are making efforts to 
resume specie payments. The chief exception is Russia, whose 
badly conceived efforts at resumption some years ago proved a 
failure. Of the other paper money countries, Austria is agitating 
the question of resuming specie payments. Italy will also, no 
doubt, do the same before long, and France has already fixed the 
day on which she will abandon the legal-tender law and redeem 
her notes in coin. It is this general movement all over Europe in 
the direction of specie payments which has given its present turn to 
the discussion as to the relation between silver and gold. In Austria 
the popular feeling favors the adoption of a silver standard of value, 
instead of the old double standard of gold and silver. Silver has 
fallen in price so much that the Austrian paper money is at a 
discount of only 134 per cent. below silver coin. Hence it is 
argued there, just as in this country, that resumption in silver 
would be a comparatively easy task. For this reason, it was pro- 
posed to abolish the present gold standard and to keep the silver 
standard as the sole legal-tender money. Against this, it is proved 
that first silver has fallen and is still falling in value. Another 
argument is, that in modern times it is absolutely impossible to 
keep up a double standard of valuation; that is, to ordain that 
both gold and silver shall be the measure of value. This can be 
done, of course, only by determining very accurately the relative 
value of these two metals; in other words, by declaring how many 
grains of silver shall be the equivalent of one grain of gold. 
Unfortunately, the ratio of these two values is inconstant. Gov- 
ernments are unable to keep it fixed; it fluctuates slightly from 
year to year, and even from week to week, according to changes 
in the bullion-market, depending on the varying needs of business 
and the varying productiveness of the mines. Fix the relative 
values of the two metals in the coinage as accurately as we may, 
for the time being; before a year has elapsed, a change may 
occur in the bullion-market, and then the coin of that metal which 
is overvalued in respect to the other—that is, the one which 
passes for a little more than it is worth—will push out of use the 
other, which passes for a little less than it is worth. There will 
be a profit in continuing to use the former only as money, and 
in melting the latter up into bullion, to be sold as a commodity. 
No matter how slight the change may be, even if not more than 
one per cent., it will destroy the balance of the circulation; and 
then the public will suffer from the want, either of gold coins 
wherewith to make large payments, or of silver coins wherewith 
to make small payments. a 


23 
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To maintain both’ gold and silver as measures of value is as 
hopeless an undertaking as trying to make two clocks the stand- - 
ards of time. Though they should. be adjusted to each other 
ever so accurately, still their varying rates would soon create a 
slight discrepancy between them, and then no one could tell what 
time of day it was. England adopted gold as the only standard 
in 1816; the United States did the same in 1853; and, since 
those periods, the coinage of both countries has been in excellent 
condition, leaving nothing to be desired. Formerly, each of these 
governments attempted to make both gold and silver the common 
measure, and thereby suffered great inconvenience by the frequent 
changes of the law, by the disappearance of one kind of coin from 
circulation or its presence only in a worn and degraded state, and 
by the frequency of the crimes of counterfeiting and clipping. 

In the United States, up to 1834, the dollar, which was our 
legal tender, contained either 24.7 grains of pure gold, or 371.25 
grains of pure silver. These numbers are to each other, very 
nearly, as 1 to 15, which was about the relative market value of 
the two metals when -this regulation of the Mint was first estab- 
lished. But silver becoming more abundant through the increased 
product of the Mexican mines, gold rose in relative value, and 
therefore disappeared from circulation. To bring it back again, 
Congress altered the law, and put only 23.2 grains into the gold 
dollar, leaving the silver dollar as before, thereby establishing the 
ratio of 1 to 16. This answered admirably for a while, the two 
metals circulating side by side, and the coins from both being in 
good condition. 

But in 1849 began, as is shown above, a great increase in the an- 
nual product of gold from California and Australia. Gold was depre- 
ciated, and silver rose in relative value. As the inevitable con- 
sequence American silver coins of full weight began to be scarce, 
and worn and defaced ones were attracted hither from other coun- 
tries. It became very difficult to effect small purchases, or to obtain 
“change” for a dollar. Congress had now to undo what it had 
done in 1834; and as it was supposed in 1851 that silver would 
continue to rise relatively as gold fell in value through its increased 
annual product, it was wisely determined .to adopt so decisive a 
measure that the necessity of another change would not soon 
recur. The double standard was surrendered, and gold was estab- 
lished as the only measure of value. According to the law of 
1853, nothing but gold coin is a legal tender for any debt exceed- 
ing five dollars in amount. Silver coins, like copper ones, are 
retained in the currency only for subsidiary purposes—that is, for 
paying small sums and adjusting fractions of a dollar; they are 
legal tender only when the sum does not exceed five dollars. 
Copper coins, usually made to pass for nearly twice as much as 
they are worth, are legal tender only up to the smallest denomina- 
tion of silver coin. To retain silver in this subordinate position— 
not a measure of value, but a convenience for small payments— 
Congress resolved, in 1853, that only 345.6 grains of pure silver 
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should be put into a silver dollar, instead of 371.25 grains as 
formerly—the reduction being about 6.91 per cent. Thus the ratio 
of gold to silver in our coins, instead of being 1 to 15, as it was 
up to 1834, or 1 to 16, as it was from 1834 to 1853, is now 1 
to 14.884. The actual ratio in the bullion market is now about 
1 to 15.6. Hence, the legal ratio before 1853 undervalued 
silver about two per cent.; the present overvalues it fully five per 
cent. 

In this country the standard fineness of the coin is goo parts 
of pure silver and 100 parts of pure copper alloy. The law of 
1873 has somewhat increased the weight of the subsidiary coin, so 
that the coins at present issued are a trifle heavier than the coin 
issued prior to the 1st of April, 1873, and are made to cor- 
respond in weight with the French coin. At present the subsidiary 
coins issued are the half dollar, quarter dollar, twenty-cent piece 
and dime. The half dollar weighs 192.9 grains. This piece for- 
merly weighed 192 grains: The quarter dollar now weighs 96.45 
grains; it formerly weighed 96 grains. The new twenty-cent piece 
weighs 77.16 grains, and the dime weighs 38.58 grains; the latter 
formerly weighed 38.04 grains. These are the only silver coins 
authorized excepting the trade dollar, which is a commercial piece, 
and weighs 420 grains. The mints of the’ United States have 
coined about 6 millions of silver since the passage of the resump- 
tion law of January last. 

England adopted the gold standard, giving up the double stand- 
ard and demonetizing silver, thirty-seven years earlier. The adjust- 
ment of the relative value of the two metals made in 1695 worked 
admirably for a time. But silver steadily rose in value after 1717, 
so that perfect silver coins disappeared, and only those which were 
worn or clipped remained in use. In 1816, therefore, Parliament 
reduced the quantity of silver in the shilling 6.45 per cent., thus 
establishing the ratio at 14.21, which is so much below the real 
value of silver that a necessity for further change is not likely soon 
to occur. At the same time, gold was adopted as the sole measure 
of value, and the overvalued silver was prevented from driving the 
gold out of use, by enacting that silver coins should be legal ten- 
der only to the extent of forty shillings. The power to issue these 
coins is vested solely in the Government mint, so that too many 
of them may not be thrown into circulation. 

An important contribution to the literature of this subject is 
given by the London Zconomist of Sept. 18th. The writer has 
fallen into a few errors, but he represents so accurately the current 
opinion of the best financiers on the subject before us, that we 
quote the article. The first question proposed by our contem- 
porary is one which is often raised in the discussion of the move- 
ments of gold and foreign exchange in Wall street. It refers to 
the coinage changes in Germany, and especially in Holland, where 
the difficult and delicate task has been attempted of raising the 
currency to a single gold standard. On the difficulties to be sur- 
mounted in Germany we have recently offered some observations 
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in former numbers of this Magazine. The obstacles in Holland 
are discussed as follows by our contemporary : 

“The recent changes in the Dutch coinage are a great warning 
against going too fast. In 1847 the Dutch Government made a 
change which was in accordance with probable expectation and 
which was confirmed by the philosophical doctrine of the time, 
but which was proved to be a complete mistake. There had 
then been recent gold discoveries in Russia, which attracted much 
notice, and it was expected, even before the great discoveries in 
California and Australia, that they would rapidly reduce the value 
of gold, and would render it unfit for use in coinage; and, acting 
upon this doctrine, the Dutch Government demonetized gold. 
It has turned out, however, that the experience in 1847 of the 
effect of the gold discoveries was too short to enable it to be 
correctly judged of—that even with the greater subsequent dis- 
coveries they have not made gold unfit for coinage purposes—that, 
on the contrary, the aid which they have given and the stimulus 
which they have imparted to the trade of the world have made . 
a currency of high value more necessary than it ever was, and 
that gold, continuing to be of high value, is more than ever 
required for currency purposes. One single fact will show the 
difference between the expectation and the reality better than any 
reasoning :— 


d. 
In 1847 the price of silver per oz. in London was 59K; 
PA Ry FOU cdo niccas dotuen saceed daca cceasinaesceseescns 56 


—showing, not that the value of gold has fallen rapidly, as was. 
expected in 1847, but that, on the contrary, it has risen. A given 
quantity of gold will buy more silver now than it did twenty- 
eight years ago, instead of a much smaller quantity, as was imag- 
ined. The reason on which the Dutch Government acted in 1847 
having proved erroneous, they have determined to retrace their 
steps. They now vemonetize the gold which they then dzmone- 
tized. In another column we give the translated text of the law 
and decrees in which the new policy is embodied. Their upshot 
comes to this:—First, a new gold piece of 1o florins—about 16s. 
8d.—is made legal tender. This was the old gold piece which 
was current before the demonetization, and which is now revived. 
Secondly, any person can, on proper terms, have gold coined at 
the mint into these ten-florin pieces. Thirdly, no person is to 
have the right to have silver coined at the mint. Any such coin- 
age is to be at the request of the State, and on State account 
only. Fourthly, the relation between gold and silver in the Dutch 
currency is to be as 1 to 15°625. 

“There can be no doubt that in abandoning its former policy 
and in again monetizing gold, the Dutch Government is well 
advised, A nation which has not gold for its currency is nowa- 
days for many purposes out of the money market. Gold has 
already become to a great extent, and is daily becoming still more, 
the currency of large transactions; a nation which uses silver is at 
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a disadvantage, because in any dealings with her the varying rela- 
tions between gold and silver have to be taken into the account. 
To a certain, though a less, extent, it suffers the same evil as 
countries which have an inconvertible paper currency; there is a 
varying premium between her currency and that of the nations 
with which she trades. This premium is especially a disadvantage 
in “exchange transactions,” and in the transmissions of money, on 
account of the difference of interest, because in these transactions 
the profits are very fine, and a very small element of uncertainty 
is sufficient to prevent a transaction which would otherwise have 
been effected. Unquestionably, therefore, Holland is right in re- 
turning to a gold currency, and in reversing the policy of 1847. 
But, on the other hand, the way which she has chosen for 
attaining this end is open to grave objection. In the first place, 
it does not make gold the sole currency of the country, it only 
makes it one of two metals which have equal currency. A person 
who has a bill payable at Amsterdam will not be able to say for 
certain, whether at maturity it will be paid in gold or silver. The 
new law, therefore, will not succeed in bringing Holland perfectly 
into the money market as far as exchange transactions are con- 
cerned. Such transactions with her will still be liable to the 
objection that a variation in the relative values of gold and silver 
may diminish the expected profit of a transaction, and may turn 
it into a loss. 

“Secondly, a country which establishes two paying mediums 
incurs the permanent danger that at every variation in the relative 
value of the precious metals she will be deprived of that which has 
risen in value, and be left with that which has fallen. During the 
-cotton famine the currency of France was very largely changed from 
silver to gold. The popular complaint was “that the English had 
taken away the silver.” The economical fact was that silver had 
risen in value, as compared with gold, in consequence of its being 
much more fit for remittance to the East; and the French were, 
therefore, deprived of it, and were left with gold, which had diminished 
in value. Though, therefore, the policy of the Dutch law is right, its 
mode of carrying that policy into practical effect is very defective. 
Indeed, we apprehend this would not be denied by Dutch states- 
men, still less by Dutch economists. It will only be said that the 
-change from a silver currency to a gold must be effected gradually ; 
that all which can be done at present has been done, and the rest 
must be left to the future, when it will be easier. But experience— 
especially very recent and conspicuous experience—seems to show 
that this change is one which can scarcely be effected slowly; at 
least that there are the gravest difficulties in so effecting it. The 
German Government has been for the last four years trying grad- 
ually to effect it, and is still in the greatest difficulties in the proc- 
ess. It has purchased and coined a deal of gold, but it has lost 
the use of much of it. Estimates differ, and we cannot state with 
precision the amount of newly coined German gold which has been 
exported. Of the main fact, however, there is no doubt. A very 
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considerable part of the gold issued for common circulation, and 
which is not under the control either of the Government or the 
banks, has been so exported. And this process is inevitable, because 
silver is falling in value, in consequence of these very operations. 
It is known that the German Government is about to get rid of 
its silver currency and to substitute gold; and, therefore, there is 
a constant supply of silver, of unknown amount, hanging over the 
market. Any one who takes payment of a bill in Germany, and 
brings home silver, will very likely find that he has imported an 
article which has fallen in value; while a person similarly situated, 
who takes gold in payment for his bill, runs no such nsk. Ger- 
many is, therefore, gradually drained of the gold she issues—to an 
uncertain extent, it is true, but undoubtedly to some extent. 

“The only effectual mode of substituting one currency for 
another is that which Locke pressed on the Government of William 
the Third. It is to call in the old currency from and after a given 
day, and to have on that day and after, a supply of the new cur- 
rency to exchange for it. Unquestionably this is a large operation, 
to use the language of the market, and it would be necessary in 
the case of such a country as Germany, to prepare gradually for 
the change, by slowly accumulating a great store of the new cur- 
rency—in this case, of gold. And undeniably this would have been 
a great expense, but then it would have been an expense which 
would have been effectual The German Government have no 
doubt adopted a less costly means, but then these means have not 
effected their object. That object is still to be obtained by a long 
series of efforts, which no one can specify, and of which no one 
can count the cost. The Dutch Government in imitating the 
policy of the German Government, have an excuse which that 
Government had not. Their circumstances are peculiar. Holland 
has, like England, a vast Indian Empire, and, unlike England, she 
governs it directly. She makes no fiction of a double Government ; 
she has no “Secretary of State for India,” with a different debt, 
and an entirely different finance. And in consequence she is in a 
difficulty. Whatever may be said of the two systems for other 
purposes, indisputably for currency purposes the English is the 
better. The East and the West need different currencies, and it 
gives an easy way of making them different. The reason of the 
difference is obvious. Exactly the same circumstances which make 
it desirable for the West to have a principal gold currency make 
it desirable that the East should have a silver one. The West is 
pre-eminently the seat of large commerce, with great transactions ; 
the East, of minor commerce, with small transactions. Accordingly 
the West needs a large unit of reckoning and exchange; the East 
a small unit. Our English system has easily enabled us to have 
a silver currency in India—a rupee currency; and a gold cur- 
rency—a currency of sovereigns—in England. But the Dutch have 
no similar facility. They think they cannot demonetize silver in 
Europe without demonetizing it also in their Indian Empire, from 
which they most naturally shrink. 
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“But though this argument is a partial excuse for the Dutch 
mode of dealing with this subject, it is not a sufficient justification. 
The same difficulty will always recur. Either they must always 
have a double standard, which is the cause of much evil and 
inconvenience, or it must, some time, demonetize silver, when it 
will have exactly the same difficulties which it has now. The 
experience of the German Government has shown that such steps 
as these are not useful preparatives, but ineffectual beginnings. 
They leave the main difficulty still to be met and conquered. The 
true resource of the Dutch Government should be in some manner 
to divide their Empire into west and east, as the English have, and 
to have the currency in each which is best adapted to its wants. 
When they have accomplished that separation they can effect the 
object they have in view, but till then they cannot do so. 

“This is not, however, the part of the subject most interesting 
to most of our readers. They will care more to learn what will 
be the effect upon the money market of what the Dutch’ Govern- 
ment has done, than whether they ought to have done it or not. 
And, fortunately, this is a much easier and shorter matter to 
speak of. The new Dutch operation will have the same effect as 
that of the German, which it so much resembles, and with which 
we are so familiar. They will have to buy gold in this market, 
which will tend to raise the value of money, and some of that 
gold will come back here, or into other communicating money 
markets, which will tend to depress that value again. But the 
first effect will be a rise. 

“In some states of the money market the Dutch demand might 
have been a subject of anxiety. But the supply of gold is now 
so ample that we rather think of it as a good than an anxiety. 
The quantities taken for Holland already are too small to raise 
the rate of interest in Lombard street above the lowest rate ever 
known, and we do not know that these quantities are to be increased. 
Two things should, however, be observed. First, that this effect, 
whatever it may be, will be aided by the last phenomenon in the 
German currency; this is a great substitution of gold for paper, 
consequent on the calling in of the small notes formerly current. 
Whether this was a wise operation for the German Government 
to have undertaken, when they have so much else in hand, may 
perhaps be doubted. But its effect is unmistakable. 


On January 7 the circulation of the Bank of Prussia 4 
41,081,000 


A diminution of 


On the other hand, 


On January 7, the bullion held by the Bank was.... 30, on 
August 31 255838,000 33,000 


A diminution of 
We have here an extra use of 4 millions and a-half of gold in 


substitution for paper, which might have been actually important 
in certain states in the money market, and even now will co-operate 
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with the Dutch demand in raising the value of money, or at any 
rate in keeping it at its present value. 

“Secondly, it is exceedingly to be wished that both Govern- 
ments, the Dutch and the German, would take what gold they 
want—at any rate much of that gold—now, while it is cheap, and 
easily to be obtained. This is the interest of the world, for so low 
a rate of interest as the present is good for no one; and it is the 
interest of the Dutch and German Governments also, for in these 
times what gold is wanted can be obtained without perturbing 
the money market, which has an injurious effect upon the com- 
merce of all great nations, and through them upon their Govern- 
ments.” 

It is an error to say that Holland has revived her old coin- 
age. The new legal-tender coin differs somewhat from any of 
those previously used. Since 1848 Holland has made several 
changes in the methods whereby the rights of “debtors and 
creditors,” so far as currency is concerned, are adjusted. In 1839 
the intrinsic value of her silver florin was reduced from 9°450 
grammes, a reduction not far short of 2 per cent. Then came the 
entire demonetization of gold in 1847, and the cessation to coin 
it except when required for commercial purposes, when it was 
obtainable by individuals from the mint without any demand for 
mint charge or seignorage. Now, by the new law of 1875, a debt 
may be paid in Holland at the option of the debtor, either in old 
silver worn below the proper weight, as there is no Dutch law 
requiring the withdrawal from circulation of such coin, or else in 
new gold Williams of one per cent. less intrinsic value than the 
old gold Williams. It should be noted that Mr. Van Der Heim— 
the Dutch Minister of Finance—in presenting to the States-General 
his project for the present change of system of coinage, observed 
that the weight of 12 florins of new gold would correspond 
almost exactly with the weight of 25 francs. This is important, 
in view of the chances of the 25-franc piece ultimately be- 
coming the leading international coin. When that object is 
achieved, 12 florins of Dutch gold, 5 dollars of U. S. coin, and 
one pound of British currency will have to be struck of the 
same weight and fineness as the present 25 francs current in 
France, Italy, Belgium, Switzerland, Austria, Spain, Greece, &c., 
and which weigh 8°06451 grammes, whilst 12 florins of the new 
Dutch gold weigh only 8064 grammes. There is, therefore, only 
the difference of 51 hundred-thousandths of a gramme in weight, 
and of 16 one-hundredth parts of 1 centime in value, the 12 
Dutch florins being worth 24°9984 francs. It may appear marvel- 
ous that by so small a difference a new anomaly has been sanc- 
tioned by Dutch law; but scientific principles in fiscal and coinage 
reforms have formerly, as well as now, had to contend with mis- 
taken conservatism and ignorant prejudice, and still, in spite of all 
the obstacles which oppose its progress, the triumphal car of cur- 
rency reform and specie payments is moving onward in all the 
chief countries which are distinguished for their commerce and 
trade. 
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At the present moment the Dutch operations of coinage are 
less important than those of Germany, and the latest advices from 
London show that the recent advances of the rate of the Bank of 
England is due chiefly to that cause. Moreover, the Worth Ger- 
man Gazette of the 4th of October states that the coinage reform 
in Germany has been making good progress since the beginning 
of July, from which date the banks were forbidden to issue notes 
below the value of 50 marks. The bank-note aggregate decreased 
during the months of July and August by 175,702,937 marks, and 
the withdrawal of notes below 1oo marks has’ been nearly com- 
pleted. The diminution of the bank-note circulation is the 
intended and expected result of the transition to the gold standard. 
On the 17th of September bank-notes intended for withdrawal to 
the amount of 170,000,000 marks were still in circulation, of which 
notes to the value of 42,378,000 marks only were notes of the 
Prussian Bank, and that amount has already been reduced since. 
Should the Prussian bank-notes of the value of 100 marks and 
upwards, amount to a sum exceeding the wants of commerce, the 
notes in excess will have to be exchanged by the bank for gold 
coin under the new law. The present and prospective fluctuations 
of the European markets, which this German coinage and bank 
reform may produce, are looked forward to with somewhat more 
of uneasiness and incertitude. 

This monetary reform is expected to drain gold from England. 
Two distinct operations are going forward together. First, the old 


silver currency of Germany is being withdrawn and the new gold 
coins are being substituted; and, secondly, the small notes are 
also called in, the banks being forbidden to issue notes for less 
than roo marks or $25. 


EEE meme 


FINANCIAL ENGINEERING. 
No. 3. 


A superficial observer might have thought that the ill success 
of our first experiment in financial engineering* would have dis- 
couraged both my uncle and myself, and would have ended for- 
ever all ambition on the part of either of us to make a figure in 
the banking world. With all the obstinacy of an old field-officer, 
however, my uncle returned to the charge, and urged upon me 
the necessity of trying by a more successful venture to recover 
the money we had lost in the “Grand Financial and Credit Bank 
of Europe and America.” To say the truth, I was still more eager, 
and I confess myself guilty of the crime of spurring the old gentle- 
man on, for I felt sure that with the experience I had gained I could 
enter on a second experiment with a guarantee of avoiding dis- 
aster, and a fair chance of winning back all the money we had 
sunk in our ill-starred association with Messrs. Diaphorus, Nathan, 


* See BankErR’s MaGazinE for September, pp. 189—197. 
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Sterling Swift & Co. We had scarcely made up our minds to 
take the risk of another banking scheme when I received a note 
from Mr. Warder, an old acquaintance of mine, near Capel Court, 
asking me to call, as he had heard of the very thing that would 
suit me. . 

“T am glad you are come,” said he, “ for there is a new Joint- 
stock Bank coming out, and although I have not much, if any- 
thing, to do with it myself, I have helped the promoters a little, 
and can give you a line to the solicitor of the concern. If you 
can bring them a director or two, and play your cards well, it is 
very probable that you may get the secretaryship, which has not 
yet been given away.” Saying this—writing and talking at the 
same time—Mr. Warder sat down and scrawled a few lines of 
introduction to a legal firm near Clifford’s Inn, and gave me the 
note, accompanied with the following verbal advice: “When you 
see these and other gentlemen—any one, in short—connected .with 
this, or any other company, be bumptious, talk big, as if you 
could bring Rothschild, Baring, and Peabody as directors upon 
any Board that you are connected with; do this, and you will 
prosper. Good-bye. I shall be glad to hear how you thrive.” In 
another moment Mr. Warder was gone. 

If I had not delayed in repairing to Mr. Warder’s office, how 
much quicker did I hasten to that of the solicitor’s in Clifford's 
Inn! On sending in Mr. Warder’s note and my own card, I at 
once obtained an interview with an elderly man like an under- 
taker, clad in a new and shining suit of black, white neckcloth, 
and high, stand-up shirt-collar. Our conversation was short and 
to the point. Mr. Westforth, the solicitor, knew me by name. 
“Was I not the nephew of Mr. Daunt?” “Yes.” “Would Mr. 
Daunt join the Board of the bank which Mr. Westforth was 
projecting, provided I obtained the secretaryship?” I could not 
reply for certain, but I would ask my relative. ‘Could I give 
an answer to-morrow?” I believed I could. I would see my 
uncle and speak to him. “ Very well; if Mr. Daunt joined the 
Board, I should have the secretaryship of the bank; that was to 
be a bargain.” 

But what was the bank? Its magnificent title was: The Commer- 
cial, Agricultural and General Trust Company (Limited). Capital, 
one million sterling, divided into twenty thousand shares of fifty 
pounds each; but that it was only contemplated to issue ten 
thousand at present, and that not more than twenty-five pounds 
would be called up on each share; that one pound per share was to 
be paid on application for shares and three pounds per share on allot- 
ment. After the usual announcements upon the prospectus, came 
the word “ Directors,” in very large letters, but of directors there 
was no list whatever—not one single name following the heading. 
The reason for this—so Mr. Westforth told me, but whether I 
believed him is another question—was that they had “so many 
first-class men, sir, offering to join them, that their great difficulty 
was in making the proper selection.” Below the word “ Directors” 
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came “ Manager,” followed by “ Secretary,” “Solicitor,” “ Auditors,” 
“ Bankers,” and “ Brokers;” but to none of these was there any 
name affixed. It was very like a playbill in which the titles of 
the pieces and the designation of the characters were put down, 
but to which the names of the actors had not yet been added. 
The farce was not yet cast. As a matter of course, the. prospectus 
set forth that the future business of the proposed bank would be 
exceedingly large and highly profitable. That it was intended to 
have large branches and extensive agencies in New York, Paris, 
Madrid, Berlin, Melbourne, and Bombay. That already arrange- 
ments had been made to purchase the business of Messrs. Spear- 
man, Odsford & Co., and that some thousands of the shares had 
already been applied for by the public. The latter assertion I 
knew, by a kind of instinct, was not true. However, my business 
was to get a good director or two for the company, and by this 
means to secure a berth for myself; and, therefore, armed with 
half a dozen copies of the prospectus, I rushed out of Mr. West- 
forth’s office, called the first Hansom I saw, and was quickly 
bowling away toward Westminster, where my uncle resided. 

He was an old gentleman who had partly inherited and partly 
saved out of his pay a fair competency. All his sons were dead, 
his only daughter was married, and he, a widower, found that, 
with between seven hundred and eight hundred pounds a year, he 
could live very comfortably in lodgings, enjoying the conversation 
of his old friends at the Army and Navy Club, and his rubber of 
whist in the evening. He said he had had enough of business, but 
he wanted to see me settled, and that though he had no faith in 
new banks or finance companies generally, and was loath to under- 
take once more the trouble, worry, annoyance, and responsibility 
of being a director, still as we had made up our minds to do 
something of the kind, and it was absolutely essential that he 
should serve, he would do so. 

At length he not only consented to his name being put down, 
but promised to do his utmost to bring with him, as another 
director, an old friend—a retired officer of the Indian Civil Service— 
with whom he was engaged to dine that evening at the Club. 
This was excellent news for me. Not only did my uncle’s friend 
consent to join the Board of the new concern, but he too brought 
a friend with him. The following morning I therefore arrived at 
Lincoln’s-Inn-Fields, and presented Mr. Westforth with the written 
consent of three gentlemen who agreed to become directors, and 
thus a respectable nucleus of the Board was formed. 

But although three directors—more particularly when bearing 
respectable names—ate something, they are not enough to form a 
Direction. My part of the work was, however, done. Mr. West- 
forth, who was the promoter—and was to be the solicitor—of the 
company, at once gave me an undertaking by which the secretary- 
ship of the bank was secured to me, provided the company pro- 
ceeded to allot the shares. If the company “ floated,” I was to 
have the place I desired. My three friends served admirably to 
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draw more directors. Armed with them, our promoter was soon 
on his way to visit other parties in the city; persons who he 
either hoped would join, or who could induce their friends to 
join, the Direction. 

At one of these interviews I happened to be present, and it 
was amusing—nay, for a future secretary not a little instructive— 
to observe how—promoter like—our future solicitor managed, 
without exactly telling a decided untruth, to suppress the truth 
most effectually. “Is your Board really formed?” asked the gen- 
tleman. “Oh dear, yes,” the promoter replied; “we have got 
Mr. Daunt, formerly a special partner in the house of MacLean, 
Daunt & Co., in Hong-Kong; also General Fance, late of the 
Indian Civil Service; also Mr. West, who was in the Indian 
Army ; besides several others;” the “several others” being purely 
imaginary. I knew quite well that Mr. Westforth had secured no 
other directors, and he knew that I knew he was stating what 
was not true; nevertheless, he repeated it again and again to 
different persons, until he really seemed to believe his own false- 
hood. 

At last, after about a month’s hard work, and rushing about in 
Hansom cabs, we got together the names of eight gentlemen who 
consented to become directors of the Commercial, Agricultural 
and General Trust Company (Limited). How we managed this it 
would take too long to tell in detail. Some of them joined 
us because the prospect of two, or perhaps three, guineas on every 
Board-day—the Board sits once a week in all joint-stock banks 
—was an object of some moment to them. Others—like my own 
respected uncle—joined us on the understanding that they were to 
have this or that situation in the bank for some relative, connec- 
tion, or friend. Many were—indirectly—paid for joining us; that 
is to say, the promoter, Mr. Westforth, would say to some 
acquaintance, “I will give you two hundred pounds if you pro- 
cure me Mr. So-and-So as a director.” Perhaps the acquaintance 
had never seen Mr. So-and-So in his life, but he had an acquaint- 
ance who could get introduced to another person who knew the 
gentleman. He managed by paying the individual he knew a 
ten-pound note, to get introduced to the “other person,” and, by 
giving him three or four “fivers” to obtain the desired introduc- 
tion, which when once accomplished, he offered, perhaps, a hun- 
dred pounds to the gentleman, provided he would join the Direc- 
tion of the new bank. None of these were ready-money transac- 
tions—such bargains never are. All payment of promotion money 
—all money paid, or to be paid, directly or indirectly for directors, 
or for working out the scheme of “floating” a joint-stock com- 
pany—is made contingent upon the shares being allotted to the 
public. If the concern does not proceed so far, all payments are 
considered “ off.” The usual—I might almost say the universal— 
way with promoters is to give an undertaking stating that: 

“As promoter of ‘The Commercial, Agricultural and General 
Trust Company (Limited),’ I hereby undertake to pay to Nicholas 
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Strong the sum of two hundred pounds sterling (say £ 200), 
should he succeed in obtaining the consent of Mr. So-and-so, of 
such a place, to become a director of the said bank. The money 
to be paid within seven days of the shares being allotted to the 
public, and on condition that the said Mr. So-and-so gives his 
written consent that his name may appear upon the prospectus of 
the Company, and remain there for at least six months after the 
Company shall be brought before the public. 
“N. WESTFORTH.” 

Having obtained this undertaking, duly signed by the promo- 
ter, the first thing Nicholas Strong, Esq., does, is to get it stamped 
at Somerset House, for which he pays the small sum of sixpence. 
He then proceeds to take his measures to catch his director, 
which he accomplishes by means like those I have pointed out, 
being generally a series of introductions which remind one of 
“the House that Jack built.” Of the two hundred pounds, not 
more than perhaps a fourth remains to him when all his expenses 
are paid. He has generally to give about one-fourth to the various 
worthies from whom he obtains the introductions, and has seldom 
less than half to give to the gentleman whom he brings in as a 
director. By the uninitiated, it will be asked where all the money 
promised to be paid to directors comes from? The reply is, it all 
forms part of that great nugget called “promotion money,” which 
is dug out of the pockets of the shareholders, so soon as the 
deposit money paid on application for shares flows into the treas- 
ury. In the “Articles of Association”—to which, be it remem- 
bered, all shareholders bind themselves in their application for 
shares—there is a clause inserted that, “in consideration of the 
trouble and expense to which Mr. Welforth, the promoter of this 
Company, has been put to, it is hereby agreed that he be paid 
the sum of five thousand pounds sterling as promotion money, 
within seven days of the Company proceeding to allot their shares 
to the public.” 

It does not follow that the amount of promotion money is 
always the same. I have known it to be as high as twenty 
thousand pounds, and as low as three thousand, according to the 
nature of the undertaking and the amount of the proposed capital. 
But although the promoter retains by far the greater share of the 
cake, he is obliged, in order to obtain the wherewith to set his 
machine in motion, to part with some large slices of it. 

Such slices induce many directors to join the new concern. 
These good things form part of what, in promoters’ slang, is 
called “the pull you get out of the concern.” But there are 
other “pulls” which the directors who join a company when it 
first starts generally obtain, and among these not the least is that 
of being “qualified,” gratis, to sit at the Board. In every joint- 
stock concern the directors are obliged, by the “ Articles of Asso- 
ciation,” to hold a certain number of shares—generally forty or 
fifty—in the company, but gentlemen who join in order to get 
“a pull” out of the affair would be the last to lay out money in 
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paying for shares. The result is, that the promoter of the com- 
pany almost always offers to qualify directors—that is, to give 
them the requisite number of shares—gratis. It was so with the 
Commercial, Agricultural and General Trust Company (Limited). 
Mr. Westforth, our promoter, soon saw that, to induce certain 
gentlemen to join the Board, he must offer to qualify them, which 
he did; thus making them, as it were, a present of four hundred 
pounds each, in shares; for on each share they received it was 
stipulated that the calls to the amount of ten pounds should be 
written off as being paid, and thus they had only to wait until 
the first two calls were paid, when they could, if they wished, 
retire from the Direction, sell their shares, and pocket four hun- 
dred pounds each. 

With these various advantages, or “ pulls”—viz., a certain 
amount of patronage in the bank, the two or three guineas for 
each director per week, a few slices of the promotion money, 
and being each “qualified” with forty shares on which ten pounds 
per share was paid—it is not to be wondered at that, in a very 
few weeks, we found our list of directors full, and very little 
wanting to launch the Company on the sea of public opinion, 
there to float or sink, as fate might direct. Our prospectus was 
now filled; the parts of the play were cast. Under the word 
“Directors” came the list of those gentlemen—a list now swelled 
up to eight; and so pleased was Mr. Westforth with. the general 
appearance of these names, that he never seemed tired of con- 
templating the paper. 

Mr. Smollett lived two hundred and more miles from London; 
and, although a man of business himself, never intended to sit at the 
Board, for the reason that in all probability he would never be in 
the metropolis more than once in six months, and then only for a 
few hours at a time; Mr. Vigitello was a Levantine commission 
agent, without fifty pounds of capital that he could call his own; 
Mr. H. B. Westforth was a lad of nineteen (a brother of Mr. 
Westforth, who was the promoter and solicitor of the Company), 
and was put on the Board partly to keep a little more of “a 
good thing” in the family, partly to vote as his brother directed; 
Mr. Spencer was a gentleman whose only trade or calling was to 
become a director of anything that was offered him, for the sake 
of the two guineas a week it yielded him in fees; and lastly, 
Colonel Frost was an individual whose antecedents were best 
known to the officials of the Bankruptcy Court, and whose only 
property was a yearly increasing crop of debts. If the public at 
large had known all this, perhaps it might not have applied for 
many shares in our concern. But it was not for us to tell of our 
shortcomings. We had gone through no small amount of trouble 
to do as well as we had—let others look to the inquiries that had 
to be made—each man for himself. 

But now, on the very verge of success, there arose a difficulty 
which at first seemed insurmountable: nothing less than that old 
story, the want of money. Our directors, such as they were, were 
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all in their places. A respectable bank had—goodness and the pro- 
moter knew how—consented to take our account; the names of 
Mr. Westforth as solicitor, of myself as secretary, and of an 
accountant as auditor, were all in their places; in short, the cur- 
tain had but to be pulled up for the play to begin, when it was 
discovered that there were no funds forthcoming for the advertising 
expenses. Before the public can pay for shares, they must apply 
for them; before they can apply for them, they must know that 
the Company has started; and the only recognized means of inform- 
ing them of this is by advertising. But advertising is expensive. 
To make the British public fully aware that the Commercial, Agri- 
cultural and General Trust Company was ready to take their 
money in exchange for share certificates, it was necessary to insert a 
very long advertisement in the chief daily newspapers. To advertise 
a prospectus of ordinary length for ten days or a fortnight, a 
sum of not less than from eighteen hundred to two thousand 
pounds is requisite, and this sum was not forthcoming. The 
directors individually did not see why one of their number any 
more than another should put his hand in his pocket. The bank 
might not float after all. And be it remembered that, up to 
this time, nothing but promises and undertakings had passed 
from one to another; money or checks had not been as much as 
seen. 

In this dilemma a meeting of the directors was called, at the 
temporary offices which Mr. Westforth had borrowed gratis from a 
friend for a few weeks, giving the said friend an undertaking that, 
if the bank floated, he should be paid his rent fourfold. 

The meeting of the Board was a full one, but no one seemed 
inclined to put down any money. Even the promoter and future 
solicitor, Mr. Westforth, “could not see” his way clearly to draw- 
ing a check, on the mere and bare chance of being repaid if the 
shares of the Company were allotted. He said he was quite cer- 
tain that the scheme would take with the public, and he tried to 
persuade the directors collectively to give some advertising agent 
a guarantee that the expenses of advertising would be repaid, but 
they, one and all, did not seem to see the subject in the light in 
which this gentleman saw it. “If he was so certain that the 
scheme would pay, why did he not advance the money himself? 
Or, if he were short of funds, he might himself give the advertising 
agent the guarantee required.” The meeting broke up without 
coming to any determination whatever, and I felt that my future 
secretaryship was by no means secure. 

But Mr. Westforth was not a man to be stopped by trifles. 
In the course of twenty-four hours he had overcome the difficulty. 
By means known only to himself, he procured somewhere in the 
city an advertising agent, with whom he made the following bar- 
gain: This agent was to take upon himself the whole risk of 
advertising the Trust Company, and was to expend such sums as 
the promoter directed for that purpose, up to eighteen hundred 
pounds. For this, if the Company did not proceed to allotment, 
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he was to receive nothing; but if it succeeded—if the applications 
for shares were sufficient to warrant an allotment taking place—he 
was to be the first person paid out of the deposits, and for every 
one hundred pounds risked he was to receive three hundred. The 
bargain, in short, was a speculation, in which the advertising 
agent might lose all the money he had laid out, or might, in less 
than a month, make a profit of two hundred per cent. ll par- 
ties appeared well pleased with the arrangement. The directors 
were so, because whatever happened they would not lose any- 
thing. Mr. Westforth was pleased for the same reason. The 
advertising agent was glad to risk the money on the chance of 
being repaid threefold. 

Accordingly, our prospectus appeared one morning at full 
length in all the papers, as did also a notice in the money article 
of the leading journals, telling the public that “A new scheme, 
called the Commercial, Agricultural and General Trust Company, 
had been brought out with a nominal capital of one million,” and 
that “the Direction was highly respectable.” 

Were the applications for shares numerous? At first they were 
not, but a day or two after our prospectuses were launched, 
friends of Mr. Westforth were sent upon the Stock Exchange to 
“rig the market.” Thus, some gentleman not worth a ten-pound 
note in the world, would obtain an introduction to a respectable 
stockbroker, and would tell him (in confidence, of course) that he 
wanted to se// two or three hundred shares, but would not do so 
at less than two, or two and a half, premium, because he was 
sure of having a certain number allotted him, and he knew well 
that the number applied for already exceeded the number to be 
allotted in the proportion of three to one. In the mean time 
another friend would go to another stockbroker, and say that he 
wanted to duy so many shares of the new bank, and would go as 
high as two, or two and a half premium forthem. Thus bargains 
—mere washes, of course—were made at this price, were quoted 
in the “money articles” (though not in the authorized lists), the 
public read them, was anxious to try its luck, thought that even 
if it got but a few shares, the money would be easily made, and 
so came forward with a rush to apply for shares. In a week all 
our ten thousand shares were applied for, and before another ten 
days was over that number was nearly doubled. The directors 
wisely struck while the iron was hot, and proceeded at once 
to allot the shares. Mr. Westforth got a check for his five 
thousand pounds of promotion money; the different directors 
got their respective “pulls” out of the concern; the advertising 
agent made his two hundred per cent. profit; and so the bank 
floated. 

How the affair worked—how it went on very well at first, 
then got shaky, and, finally, came to most unmitigated grief, I 
have no space now to tell. Suffice it to say that my own con- 
nection with the concern, and my uncle’s also, were happily ter- 
minated without loss, before the final crash. 
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Among the numerous problems which French finance has had 
to solve during the last five years, there are two on which some 
light is thrown by Government documents just issued in Paris. 
The first concerns the distribution of the public debt; to raise the 
enormous sum required to pay the German indemnity it was 
needful that five milliards of rentes should be sold in a very short 
space of time, and chiefly to investors in France. How this was 
done we have recently informed our readers. . The greater part of 
the several loans were subscribed for by French investors. Foreign 
capitalists bought, as a speculative purchase on temporary invest- 
ment, about a third part of these war loans, and these rentes they 
have since sold at a profit to French investors, so that at the 
present time the whole of the French public debt is held at home, 
and scarcely any part of it now remains in foreign hands. Of 
course so great an addition could not have been made to the 
public debt of France without enlarging considerably the number 
of the holders of rentes.. The question has often been asked, 
what was the precise addition which was thus made to the cred- 
itors of the French Treasury? Until lately the answers have been 
conflicting and conjectural. But a recent paper from the Minister 
of Finance sets the dispute at rest. His report gives a statement 
of the changes which have been annually made in the number of 
the holders of rentes. We give below the tabular exhibit for 
decennial periods from 1801 to 1875: 

NUMBER OF FRENCH BONDHOLDERS WITH THE REVENUE OF EACH PERSON, 


1801—1875. 


Annual 
Interest 
in Francs. 
38,731,880 
56,730,583 
172,784,83 
204,096,459 


7,510 


Annual 

Interest 
tn Dollars. 

7,749,376 
11,346,116 
34,556,967 
40,939,292 
39,153,227 
45,921,751 
67,171,318 
71,617,502 


Number 


Q 
Bondholders. 


107,649 
145,663 
199,697 
-- 195,270 
-- 205,447 
-- 846,330 
- 1,073,801 
- 1,254,040 


Revenue 
in 
Dollars. 
71-95 


Revenue 
mn 
Francs. 


-- 315.10 


ae 


748,404,971 -. 149,680,994 -- 4,380,933 170. 


We thus see that the total amount of the consolidated French 
funds is in the hands of 4,380,933 persons, each of whom derives 
therefrom an average income of $34.16. The total interest paid 
every year is $ 149,680,994, or 748,404,971 francs. Of this sum 
the 5 per cents are reported at 345,756,055 francs, the 4% per 
cents at 37,450,476 francs, the 4 per cents at 446,096 francs, and 
the 3 per cents at 364,752,344 francs. The principal of the 
public debt compares as follows: 5 per cents 6,915,121,100 francs, 


24 





362 BANKER’S MAGAZINE. [ November, 


the 4% per cents 83,223,280 francs, the 4 per cents 11,152,400 
francs, and the 3 per cents 12,158,411,466 francs, giving a total 
of 19,167,908,246 francs, or $ 3,833, 581,649. If estimated at the 
present prices current at the Bourse, the capital of the French 
debt would amount to about 15 milliards, or 3,000 millions of 
dollars. Appended to the table is an interesting statement of the 
fluctuations which have taken place in the French rentes. We 
give the particulars for the several years: 


VALUE OF THE 5 PER CENT. RENTES. 


Average Interest on 
Market Price, Capital Invested, 
28.43 : . 
80.86 18 
75.08 
98.97 
111.80 


VALUE OF THE 3 PER CENT. RENTES. 


Average Interest on 
Market Price. Capital Invested. 


70.78 
78.79 
56.67 


68.99 
65.82 
66.00 

The second problem is that of the French currency. When 
the Bank of France, in 1870, suspended specie payments, the gold 
and silver coin ceased to circulate, and the displacement of the 
specie made way for new notes of the Bank of France. There 
are several things remarkable about these notes. First, they have 
never depreciated, except twice for a brief period, and then 
the depreciation was less than three per cent. Secondly, the vol- 
ume of these notes has been enormously expanded, and has been 
as rapidly contracted, but no monetary trouble has resulted. 

The report of M. Wolowski gives the following statement of 
the volume of notes issued by the Bank of France from 1873 to 
1875. We have reduced the figures to American money, at the 
rate of five francs to one dollar: 


CIRCULATION OF THE BANK OF FRANCE, 1873 TO 1875. 


1873. 1874. Jan. 1, 1875. July 1, 1875. 
Old issues Jr. 456,500 .. fr. 455,000 .. 77. 452,250 .. 7. 449,700 
5,000 francs 1,0000 35,000 . 30,000 .. 30,0CO .. 30,000 
1,000 200 784,916,000 .. - 748, 160,000 .. 871.408,000 .. 872,100,000 
500 100 207,361,000 .. 202,343. - oa -- 207,855 ,500 .. ——— 
40 1,420,600 .. 986,0 1400 .. 66,200 
20 778,545,900 .. 875,177,400 .. 923,114,000 .. 948, 174,100 
10 296,304,250 .. 275,976,450 -. 290,057,100 .. ~ 236,830,700 
5 117,960,200 . 3159191375 -- 5,524,400 .. 2,311,050 
4 497,192, -- . 643. 62,280 .. - 330. 69,040 .. ~ 159,033»! 
I 95,472,380 .. 107,702,045 . 8,340,280 .. 2,569,480 


Total in francs ... 2,779,663,870 - 2,886,355,050 . 2,644,838,970 .2,423,348,910 
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The aggregate circulation of notes of the Bank of France, 
including “ notes payable to order,” was on 
September 11, 1873 J. 2,890,244,276 $ 578,048,855 
September 23, 1875 2,338,488,880 467,697,776 


Decrease J’. 551,755,396  ---- $110,351,079 


The contraction is $ 110,351,079 in twenty-four months. No 
notes but those of the Bank of France are allowed to circulate 
in France. They are a legal tender, and are received as the 
equivalent of specie. The maximum note circulation of the Bank 
of France was reached on October 31, 1873, when it was 
3;071,000,000 francs, or $ 614,200,000. 

During the above contraction period the French Government 
has been steadily paying its debt to the bank, preferring to fund 
its one per cent. loan into three per cent. rentes rather than 
encounter the risks of an inflated paper circulation. The total 
amount of this one per cent. war debt due from the Government 
to the bank is reported as follows: 


September 11, 1873 J7.1,374,052,500 .... $274,810,500 
September 23, 1875...........-.. - . 649,620,000 er 129,924,000 


Reduction Jr. 724,432,500 .... $144,886,500 


By the new law we some time ago referred to, the Govern- 
ment is to pay off the entire amount of this war loan to the 
bank by the end of the year 1879. The bank is pledged to 
resume the full payment of all its liabilities in coin on Jan. 1, 
1878, by which time the Government engages to reduce its war 
debt to $60,000,000. In the interval the policy of the bank is 
not “to make the volume of the currency equal to the wants of 
trade,” but it has steadily contracted its loans. As a consequence 
of this policy the discounts of the bank have diminished as follows: 
September 11, 1873 I7.948,569,253 e--- $189,713,850 
September 23, 1875 596,375,000 pees 119,275,000 


Decrease JT. 3525194,253 ---- $70,458,850 

Till Oct. 14 the rate of discount at the Bank of France was four 
per cent., while that of the Bank of England was only two, and the 
current rates in Paris outside of the bank are from 2% to 334. 
In consequence of this double operation, 2. ¢., the repayments of 
the Government and of the private debtors, the circulation has 
diminished. The specie in the bank has increased as follows: 
September 11, 1873 Jr. 708,869,992 ---- += $ 141,773,998 
September 23, 1875 1,625,316,921 anise 325,003,384 


Increase Jr. 916,446,929 ---- $183,289,386 


Finally we notice a third point in regard to the French circu- 
lation, namely the powerful contraction of the small notes; those 
of five francs having decreased from 107,702,045 francs in 1874, 
to 2,569,480 francs in July, 1875, while the 20-franc notes have 
declined from 643,602,280 francs to 159,633,180 in the same 
period of a year and a-half. 
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RUSSIAN FINANCIAL AND INDUSTRIAL PROGRESS. 


We promised last month to give some account of the finances. 
and the commerce of Russia. In this country the chief interest of 
the subject lies in three or four channels. Our people desire to 
know something about the exports of breadstuffs, the progress of 
industry and of the railroads, and lastly about the changes made 
in the financial system, which resembles in some respects our own 
paper money system. Of the breadstuff exports we have the fol- 
lowing figures in addition to those we recently published: 


RUSSIAN EXPORTS OF GRAIN TO GREAT BRITAIN—1868 TO 1872. 


Northern ports. Southern ports. Total. 
cwts. cwts. cwts. 


4,683,813 -.-- 8,371,525  ---- 13,055,338 
8 -+-- 9,173,124 = ---- 13,317,932 
13,260,469 eee: 19,547,442 

#9,289.037 ree 25,873,228 


Sawa 8,206,939 inate 22,580,42 

6,9 37,640 ne = 141,368 i 17,079,00 

As to the manufacturing industries of Russia, hey are making 
rapid progress. Large establishments for the production of 
machinery, tools and other manufactures of iron, copper and steel, 
have been founded in the Ural provinces, and are worked by 
skilled labor obtained from Germany, England, or the United 
States. The yearly produce of Russian industry is estimated at 
1,000 million roubles, or about 715 millions of dollars. Official 
reports are not accessible to illustrate the growth of the productive 
power of Russia during the last few years. In 1866 the following 

report was officially published on this subject: 


RUSSIAN MANUFACTURES, 1866. 
Value of Value of 
No. of No. of product. product. 
Description of product. manufactories. workmen. Roubles. Dollars. 
Textile fabrics -- 319,503 -- 255,083,555 .- 182,202,539 
Wood «- 436,400 .. 9,240,434 6,604,59 
Animal products -- 47,873 -- 67,264,420 ..  48,046,01 
Mineral products -- 59,106 .. 20,600,125 -. 14,714,375 
Metal products. ....-.-.. -- 137,991 -- 71,908,923 -- 51,363,516 
Chemical products.-..... 1 «+ [4,493 «- 9,521,750 6,801,250 
‘ -- 28,795 -- 13,810,367 .. 9,871,690 
Breadstuffs «+ 232,289 2. 201,331,521 143,806,087 
Miscellaneous re 3585 -- 1,870,901. 1,336,357 


Totals 919,025 650,638,062 .. 464,746,427 


As might be expected, the mension industry of Russia is 
to a great extent in the hands of foreigners. A report presented 
to the Technical Society of St. Petersburg states that in the dis- 
trict of St. Petersburg 25 out of 32 manufactories are owned by 
foreigners; in the province of Moscow 22 out of 47; in the 
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district of the Vistula 6 out of 14; and in the Baltic provinces 21. 
Of the 167 manufactories in Russia where steam-engines are made, 
about three-fourths make locomotives and other railroad stock. 
But a great number of locomotives used in Russia are imported 
from abroad. The 167 establishments mentioned above use 
engines of over 6,000 horse power, and employ 41,382 workmen. 
They consume yearly 138,000 tons of pig iron, 164,898 tons of 
wrought iron, and 127,000 tons of fuel. The iron works of the 
Ural alone produce 7o per cent. of all the pig iron obtained in 
Russia, but there is room for many more iron works in that 
region, especially since the discovery of large coal fields within 
railway distance of them. At the present time two civil engineers 
from Russia, under a commission from the Czar, are inspecting 
the Canadian canals. The canal system of Russia is still in a 
very imperfect state, the locks being almost entirely constructed 
of wood. Among other great measures of improvement the Gov- 
ernment has in contemplation extensive works to quicken and 
cheapen the internal communications of the Empire, and these 
gentlemen have been despatched to Canada and the United States 
to study and communicate with their Government particularly upon 
the great canal systems of the two countries. The severe climate 
of Russia, however, is unfavorable to the sinking of much more 
capital in works which must remain locked up in ice for several 
months in the year. The area of Russia in Europe is reported at 
86,039 geographical miles, and the population at 63,658,934 
inhabitants. The total area of the Empire, including Russia in 
Asia, is reported at 400,227 geographical square miles, or 8,404,767 
English square miles, which equals one-sixth of the area of the 
inhabited globe. 

The trade of European Russia with foreign countries nearly 
trebled in the ten years from 1863 to 1873, the imports rising 
from $ 103,000,000 to $ 322,000,000, and the exports from 111 
millions to 246 millions of dollars. The value, in specie dollars, 
of the exports and imports of European Russia, exclusive of 
specie, is reported in the Statesman’s Year Book as follows, in the 
ten years, 1863 to 1872: 


Years. Exports. Imports. Years. Exports. Imports. 

= 7 665,000 is 103,625,000 1868... .$165,880,000 .. $189,915,000 
130,230,000 114,140,000 1869.-- 195,615,000. .. 252,840,000 
146,005,000 .. 110,255,000 1870..- 271,225,000 .. 244,730,000 
154,245,000 .. 141,055,000 1871... 279,265,000 .. 272,785,000 
164,355,000 .. 184,295,000 1872... 246,645,000 .. 322,730,000 


The two principal countries trading with Russia are Germany 
and Great Britain. Of the imports, about forty per cent. annually 
were derived from Germany, and thirty-two per cent. from Great 
Britain; and of the exports fifty per cent. went to Great Britain, 
and twenty-two per cent. to Germany, on the average of the five 
years, 1868 to 1872. 

The foreign commerce of Russia and the progress of its mone- 
tary system are set forth, in the following tables, by Mr. Dudley 


§ 
i 
§ 
| 
i 
| 
: 
i 
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P. Bailey, Jr., in a recent elaborate essay, of which we have 
made a free use in this article: 


Paper Roubles. U.S. Coin. 
Total imports of merchandise, 1814 to 1834... 3,598,749,329 $ 773,731,105 
Annual average ---- 179,937,466 38,686,555 
Total exports of merchandise, ---- 4,489,293,429 965,198,087 
Annual average «+--+ 224,464,671 48,259,904 
Total imp. of precious metals, ---- 644,106,132 138,482,817 
Annual average «+22 — 32,205.306 6,924,141 
Total exp. of precious metals, «+++ 120,288,930 25,862,120 
Annual average noe 6,014,446 1,293,106 


Monetary System, 
January 1, each year. Merchandise Traffic. Gold and Silver. 
_—* 


Bills of Credit Metallic Imports. Exports, Imports. Exports. 
Years. incirculation. Reserve.  Roubles, paper. Roubles, paper. Roubles. Roubles. 


1849.... 306,628,672 . 117,079 477 9€,088,587 . 96,246,655 

1850.... 300.317,244 . ° 93,918,024 . 98,448,172 

1851... : 103,737,612 -  97,394-457 

1852.... ‘ 100,864.052 . 114,773,829 

1853.... 311,375,581 . 102,286,768 . 147,662,815 

1854..-. 356,337,021 + 70,358,608 . 65,337,681 

1855.--- 333443,c08 - 72,699,881 - 39,517,440 « : 

1856.... 509,181,397 - 122,562,442 .  160,249.872 . 16,219,029 . 5,792,342 
1857.... 689.279,844 . 451 689,799 169.6£8,134 . 8,775,727 . 23,670,076 
1858.... 735,297,006 . + 149,383 950. 151,175,647 . 6.565 479 + 30,797,601 
1859.... 644,448,790 . 159 334,166 . 165,664,672 . 2,848.355 . 28,658,403 
1860.... 644 648,719 . -  159,303-405 . 181,383,281 . 7,147,609. 9,875 544 
1861.... 679,877,853 . 96,241, + 167,111,131 - 177,179,985 ~ 7,138,396 . 15,790,353 
1262.... ° + 152,859,978 180,429,825 . 18,712,000 . 164,960,000 
1263.... P + 154,697,989 . 154,473,154 . Average. . Average. 
1864.... ° + 155,312,202 . 186,745,077 ,678, + 41,240,000 
1865.... 651,124,599 - 55,431,012 . 164,305,010 .  209,247.777 ° 

1866.... 651,098,145 . 57.784,145 . 205,270,000 . 222,950,000 2,970,000 . 28,730,000 
1867.... 649,545,046 - 59,045,888 265,270,000 .  244.790,000 33:570,000 . 14,410,000 
1868.... 260,920,000 . 226,600,000 . 39,280,000 . 5,760,000 
18€9.... 724,406,213 . 132,434,046 . 341,960,000 . 264,440,000 2,620 090 . 15,660,000 
1870 ... 721,788,189 . 141,216,023 . 335,930,000 359,860,000 2,690,000 . 23,880,000 
1871.... 715,809,284 . 141,837,717 . 368.509,000 . 369,271,000 . 7,421,000 . 17.675,000 
1872.... 724,214,040 . 158,127,643 435,226,000 .  327.041,000 . 13,038,000 . 

1873.... 763,869,451 - 195-954,343 


Total, 1861 to 1873 (roubles, paper) 3,007.391,715 . 2.923,028,099 
Total, 1861 to 1873 (U. S. coin*)..$1,954,804,600 .$1,899,968,200 


Annual average (roubles, paper)... 250,616,000 243,585,000 
Annual average (U. S. coin) $162,900,000 . $1£8,331,000 


Total imports and exports of precious metals, 7 years—1866 to 1873.. 101.589 000 . 113,020,000 
asain cccce vom ncmsncs <scavioreacsanees Adeiwsiccasas 14,512,700 . 16,146,000 
Annual average excess of exports of precious metals 1,633,300 


Total excess of exports of precious metals.... 11,431,000 roubles. 


Production of precious metals i in 7 years, 1866 to 1873, about 202,513,000 “ 
“  $157,960,coo U. S. coin.. 
‘aaceinid increase 191,082,000 roubles 


Annual average production... .... 39,016,930 roubles, = $22,565,000 U. S. coin. 


* Exchange reckoned at 65 cents to one paper rouble. 
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The 12 years, 1861 to 1873, as compared with the 20 years, 
1814 to 1834, show an increase of the average annual imports of 
more than fourfold, and of exports of more than threefold. It 
may be presumed that the internal commerce of the empire has 
increased in somewhat the same proportion. In confirmation of 
this, it appears that there has been a great increase in the number 
of companies in Russia, especially for railways. From 1821 to 
1830 there were formed only three companies, with a united capi- 
tal of 4,000,000 roubles; from 1831 to 1840, thirty-seven, with 
capital of 37,000,000; from 1841 to 1850, eighteen, with capital 
of 13,000,000; but from 1851 to 1860 the number increased to 
one hundred and twenty-six, and the capital to 327,000,000 roubles, 
while from 1861 to 1870 the number increased to one hundred 
and forty-eight, with an aggregate capital of 771,000,000 roubles. 
There were, January 1, 1872, 31,459 miles of telegraph lines, 
58,675 miles of wire, and 59s telegraph offices, against 25,000 
miles of line, 48,672 miles of wire, and 382 offices, January 1, 
1869. At the end of 1873 there were 2,991 post-offices, and 
58,300,000 letters were carried in that year, against 2,451 offices, 
and 43,629,313 letters carried, in 1868—of which about one-half, 
at each period, was administrative correspondence. 

The financial system of Russia, as has been said, offers not a 
few points of similarity to our own. It is more than a century 
since the issue of the Russian paper money was begun. Previ- 
ously the trade of the country was in a very undeveloped condi- 
tion, and the exchanges were carried on by means of a copper 
circulation. The heavy copper bopecks previously in use were so 
inconvenient that the paper currency soon became quite popular. 
In 1788 the currency of Russia was estimated at 100,000,000 
roubles of paper money, 76,000,000 roubles of gold and silver 
coin, and 54,000,000 roubles of copper coin; the total amount 
Was 230,000,000 roubles, 6.57 roubles a head of the popula- 
tion. In 1796 the aggregate currency was 200,000,000 roubles. 
In 1810 the issues had increased to 577,000,000 roubles, and its 
value had so much depreciated that four paper roubles were 
equivalent to one silver rouble. In 1817 the aggregate was 
836,000,000 roubles, the paper rouble being rather more depre- 
ciated, so that the silver rouble was worth 4.24 roubles of paper. 
The inconveniences of this depreciation became so serious that it 
was determined to contract the volume of the currency, with a 
view to enhance its value. In 1830 the aggregate was reduced 
to 639,000,000 roubles, but the depreciation of the paper money 
was almost the same after contraction as before the process began. 
There does not seem to have been any stringency provoked in 
the money market, and the paper rouble preserved for many years 
the same value with reference to coin. 

In 1854 the Crimean war made a revolution in the monetary 
system, and necessitated the addition of a large amount of paper 
money to the existing issue, thereby increasing its depreciation. 
In January, 1856, the paper money circulation had increased to 
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509,181,397 roubles, and two years later to 755,297,000 roubles. 
The notes had long been inconvertible, and have remained so 
ever since. In January, 1859, the amount was reduced to 
644,448,790 roubles. In 1860 the Imperial Bank was founded, in 
imitation of the Bank of England and the Bank of France, to regu- 
late the issues of currency, and to give aid to commerce. This bank 
was “ founded by the State, and is conducted under the supervision 
of the State, its directors being a committee of the Treasury and 
its capital subscribed by the Government.” The bank has 45 
branches, with an aggregate capital of $14,580,000. The amount 
of its operations was $7,776,000,000 in 1870. There are also 
205 communal banks, with an aggregate capital of $ 4,200,000 ; 
115 savings banks, and 20 to 25 other large banks at St. Peters- 
burg, Moscow, and other large towns, some of which do a large 
business. There are between 300 and 4oo banks altogether, 
so that with 82 millions of people the banking facilities of the 
country are very imperfectly developed. During the last ten 
years the volume of paper money has considerably increased. On 
January 1, 1870, it stood at 721,788,189 roubles. On January 1, 
1873, it was reported at 763,869,451 roubles, with a metallic reserve 
of $ 195,954,343 roubles. This paper money has ranged at a dis- 
count of between 1o and 20 per cent. In 1866 the premium on 
silver was 29 per cent.; in 1867, 18 per cent.; in 1868, 17 per 
cent.; in 1873, about 16 per cent.; and in 1874, 23 per cent. 
There is no gold in circulation. The amount of silver coin is 
small, and consists of pieces of 5, 10, 15, and 20 kopecks. Its 
aggregate is said to be about $27,200,000. The nominal value 
of these coins is twice their real value, but they are not legal 
tender at that rate for more than three roubles, or a fraction above 
two dollars. 

With regard to the railroads of Russia we have more complete 
information. All the nations of Continental Europe have con- 
structed their railway systems more or less by Government help. 
Belgium started the custom, and all the other nations have copied 
after her with many deviations, those of Russia showing the 
widest divergence. Most of the Continental railways, after a fixed 
term of years, will become the property of the State. The French 
railroads are thus helpmg to support the credit of the Govern- 
ment, because in a given period these roads with all their privi- 
leges will be available to pay off the national debt of France. 
So it is with the Spanish Government, whose depreciated obli- 
gations would have sunk much lower, but for the fact of this 
reversionary interest in the Spanish railways. The Russian Gov- 
ernment has reserved no such privilege. 

Probably no country, except the United States, has had so 
many difficulties in the extension of its railroad system as Rus- 
sia. Its sparse population and vast area, its severe climate 
and backward material development, its crude fiscal system, and 
its deficiency of available capital, have filled with almost insuper- 
able obstacles the path of railroad progress. The earnest zeal 
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with which the Emperor Nicholas urged this and other internal 
improvements was thus prevented from producing better results, 
and most of the disasters in the Crimean war were ascribed 
to the slow and poor facilities for railroad transportation of 
men and material to the Black Sea frontier. Ever since the 
accession of the present Emperor the work of railroad build- 
ing has been pushed forward with incredible energy; the capital 
for the purpose being borrowed for the most part from abroad on 
the credit of the Government. During the ten years, 1865-75, 
the foreign loans of Russia amounted to $ 487,075,000, most of 
which was designed for railroad building. ‘The Alaska purchase 
money received from this country was also, as will be remem- 
bered, devoted to the same purpose. Indeed, all the energy and 
resources of the Russian Government have been concentrated 
on this extension of the railroad network. The following table 
shows the annual growth since 1838, when the first road was 


opened : 
ANNUAL GROWTH OF RAILROADS IN RUSSIA. 


Versts. Miles. . 31. ‘ Miles. 
16.57 x woos 2803.08 
89.49 --- 2,234.57 
173.01 ‘i «++ 25294.49 
227.57 é -- 2,440.66 
236.138 . -- 2,884.32 
309.90 . --- 3175-52 
626.12 . ---+  4:352-40 
646.96 . --- 5,136.06 
- 724.00 5 7,011.00 
ae 329.06 . 7,707.00 
sibae 988.16 13,217 sess mrekaae 
e--- 1,295.07 15,842 ---- 10,560 


On the 31st December, 1873, 1,740 versts more of railroad 
lines were in progress of construction, and 2,343 versts were pro- 
jected. There were fifty railway companies, of which ten com- 
panies had constructed their lines without Government assistance ; 
while the remaining forty were guaranteed—twenty to the full 
amount of their capital, and the other twenty to a partial extent. 
The entire sum guaranteed in December, 1873, by the Govern- 
ment, as interest and repayment of capital, amounted to 51,177,627 
roubles, or $ 36,555,445. In the year 1873 the sum of 14,592,172 
roubles, or $10,422,980, being 78.52 per cent. of the sum total, 
was paid out of the Russian Treasury to the railroad companies. 
The charters granted to the railroad companies are, for the most 
part, terminable after between 75 and 85 years; but some small 
companies have charters only for 37 years. The net earnings vary 
from 2 per cent. to 15 per cent. a year. The average net earn- 
ings were in 1868 5.7 per cent., in 1869 5.5 per cent., in 1870 
6.35 per cent., in 1871 7.2 per cent., in 1872 7.4 per cent. It 
thus appears that, notwithstanding their prosperity, several of the 
existing roads still continue to need help from the Imperial Treas- 
ury. Several important lines do not even now earn enough to pay 
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the interest on the capital which has built them. The deficiency 
is made up by the Government, which aids the railroads in two 
different ways. First, it has given grants and subscriptions for the 
construction of the roads ; and, secondly, it has given guarantees, 
somewhat like those given by the English Government to stimulate 
the railroad system of British India. The annual burden which 
these guarantees for expenses have laid upon the Russian Govern- 
ment is thus reported for the past ten years: 


RUSSIAN RAILROAD GUARANTEES FROM THE GOVERNMENT, 1860-73. 


Percentage of 
Amount Paid under Amount paid to 
Guaranteed. Guarantee. Awm't guaranteed, 


$17455 te --- sie 
662,235 awed $578,145 aces “S703 
45205,535 ---- 3,818,295 ---- = 90-79) 
415519585 4,189,020 ene 92.04 
4,601,06 4,062,085 sikea 88.20 
4,604,085 -- 4,074,950 ---. 86.81 
5,170,055 mere 3,278.430 saci 63.41 
6,118,900 ad 39209,255 aes 52.85 
9,356,120 i 2,602.925 ania 30-91 
14,014,080 3 4,145,120 er 
15,927,060 ee 4,660,255 Seas 
30,555.445 +--+ 10,422,980 par 


$ 105,873,615 - $45,041,480... 


This table shows that the odie aw of the Rus- 
sian Government have risen from $4,205,535 a year, in 1862, to 
nearly 37 millions; moreover, as these promises of Government 
help have augmented, so has the ability of the roads. Hence, 
while the amounts which were guaranteed for expenses have 
increased with the growth of the railroad system, the percentage 
of actual payment has had a steady decrease. Until the last year 
the roads were less dependent and more self-supporting. There is 
also this further point to be noted. The French and other 
European Governments which have aided the construction of rail- 
roads have usually done so on the condition that after a fixed 
term of years, the roads, with all their privileges, shall become the 
property of the State. The Russian Government has no ambition 
to own railroads, and its experience has not been favorable to such 
ownership. It has even, by decree of 1870, made over to a private 
company the Great Nicholas Railroad, which was owned and had 
been operated by the Government ever since its construction in 
1851. 

i is a well-known result of railroad growth that well 
located roads create traffic, and thus help to build up the country 
through which they pass. How far this result has been achieved 
from the Russian railroads we can only infer from imperfect 
reports. It is said that the growth of railroads has been checked 
because the chief trunk lines, as first laid down, were designed 
rather as military and Government highways, and they conse- 
quently did not take the great routes of commerce and traffic as 
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they might have done, if they had derived their origin from mer- 
cantile rather than from military wants. This is cited as one 
reason why, previous to 1868, the progress of railroad combina- 
tion was so slow. In that year there was also an impetus given 
to internal business by a reduction of the tariff. By this and 
other industrial reforms the growth above referred to has had 
freer scope, and the whole productive system is reported to have 
partaken of the general prosperity. 


THE CONVERTIBLE BOND AND CURRENCY SCHEME. 


BY HUGH M’CULLOCH.* 


The remedy for the existing trouble in the United States is 
not to be found in Mr. Kelley’s plan of regulating the currency 
and restoring prosperity by means of an issue of convertible bonds 
bearing interest at the rate of 3 65-100 per cent. The idea of a 
convertible bond originated, I think, with Mr. Sherman—the differ- 
ence between his plan and Mr. Kelley’s (and it was a very important 
one) being in the rate of interest which the bonds were to bear. 
Mr. Sherman proposed an issue of 5 per cent. convertible bonds, 
but this proposition was objected to by the advocates of an exclu- 
sive paper currency, on the ground that it would lead to an early 
contraction ; which would undoubtedly have been the case, and in 
this consisted its merit. Five per cent. convertible bonds would 
have permanently absorbed all the notes not actually required for 
a healthy circulating medium. They would have accomplished in 
due time what the provision in the original Tender act, making 
the legal-tender notes issued under it convertible into 5-20 bonds, 
was intended to accomplish. I am under obligations to Mr. 
Sherman for reminding me of this excellent provision, the repeal 
of which he so deeply regrets, because it shows conclusively that 
those who voted for the issue of the first legal-tender notes, did 
so with the intention that they should soon be retired, and not 
become a permanent, but merely a temporary circulation. If the 
provision for the conversion of the notes into 5-20 bonds had 
been merely suspended during the war, instead of being absolutely 
repealed, the legal-tender notes would long since have been out 
of the way, and the specie basis would have been restored. Mr. 
Kelley’s plan is to make the rate of interest of the proposed con- 
vertible bonds so low that they will be a temporary investment 
only, and rarely that, never permanently absorbing the currency. 
The measure is supported by the pronounced advocates of a con- 
tinuous issue of legal-tender notes, for the purpose of keeping in 
circulation what experience has proved to be a vicious currency. 


* This essay is from the thirteenth and fourteenth of the suggestive series of letters which 
Mr. McCulloch has addressed to the New York 7rzéune. We have omitted several paragraphs 
pertaining to other topics. 
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It has not a single look toward specie payments. The rates of 
interest are never reduced by a redundant currency; on the con- 
trary, they advance with the advance of everything else which is 
measured by it. The usual charge for the use of money in all, or 
nearly all, the States, up to the autumn of 1873, was higher with 
a volume of currency coming closely up to $ 800,000,000 than it 
was when the circulation of paper and gold did not exceed 
$ 350,000,000. The rates of interest in the United States are not 
often as low as 3 65-100 per cent.; and if this should happen, as it 
sometimes might, the Government, if the proposed measure should 
be adopted, would receive on deposit currency which it could not 
safely use, and pay interest to the depositors for simply being its 
custodian. It is a measure which might at times reduce the 
deposits in banks and savings institutions, but it would be trouble- 
some and expensive to the Government, and add to the burdens 
of tax-payers. It is a new dodge of the expansionists, and should 
receive no support from those who are earnestly in favor of a 
sound currency. 

Nor is the remedy to be found in the destruction of the 
National banks. Opposition to banks has been the old hobby of 
politicians of the “tear-down” school. “They are soulless corpora- 
tions; why should we not strike them?” “ ‘They are hard-hearted — 
monopolists; why should they be permitted to exist under repub- 
lican institutions ?” This is their war-cry! Now what are banks? 
They are simply corporations, created by law, as the medium by 
which capital can be most conveniently diffused, and be the most 
effective help to productive industry. Banks of issue exist in all 
commercial countries, and when properly managed they have 
been found to be greatly beneficial. Coin does not exist in suffi- 
cient quantities to supply a circulating medium for the large and 
varied transactions of commercial States, and bank-notes, properly 
secured, have been found to be a convenient and desirable substi- 
tute for it. Had it not been so, banks of issue would long since 
have ceased to exist. The fact that they have existed for so 
many years in the best governed countries in Europe, as well as 
in the United States, is evidence of their utility. I have been in 
England for a number of years, and although I have met many 
who think that this feature or that, in the English banking sys- 
tem, might be amended, I have yet to meet an anti-bank man. 
Banks of issue, as I have said, have been found to be of great 
value in all well-governed countries, but the best illustration of 
their utility is to be found in Scotland, where there are many 
banks of issue, some with limited and others with unlimited 
liability of their stockholders, and where for more than 50 years 
there has never been a penny lost by their depositors or note- 
holders. 

The Scotch banks have contributed very largely to the pros-: 
perity of Scotland in encouraging enterprise and extending trade. 
‘There is no country in Europe in which fewer restraints have 
been imposed upon banking, none in which the banking system 
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has had so free play, and there is certainly none that has made 
so rapid progress in development and wealth. The Scotch are pro- 
verbial for their thrift and intelligence. If banks of issue had not 
proved to be advantageous they would not have failed to discover 
it, and yet one may travel through all Scotland without finding a 
single person who is hostile to its banks, or who does not assert 
or admit their usefulness. 

The same may be said of the usefulness of most of the old 
banking institutions in the United States. I can speak with cer- 
tainty of the States west of the Alleghenies, and I speak advisedly 
when I say that the State banks of Indiana, the banks of Ohio, 
Kentucky, Louisiana, &c., contributed very largely to the prosperity, 
not only of the States in which they were established, but to the 
prosperity of the entire Valley of the Mississippi. The people of 
the New England and the other Eastern States can vouch for the 
utility of their banking institutions. Banks of issue are coeval with 
the Government of the United States. Before the passage of the 
National Currency Act every State, with the exception of perhaps 
two, had established them. At the present time there is not a 
State nor, if I mistake not, an organized Territory in which 
National banks have not been organized. The old system, which 
was superseded by the present system, was defective in respect to 
the want of trustworthy security for the circulating notes in their 
local character, and the absence of uniformity in their exchangeable 
value. The National banks, with the exception of a comparatively 
few new ones, are the old State banks, simply re-organized with 
the same stockholders and under the same managers, but with a 
circulation of uniform value throughout the length and breadth of 
the land—a circulation which is so well secured that if the United 
States notes were out of the way there would not be a single 
dollar in paper money in circulation in the United States not pro- 
tected by more than the equivalent of a dollar in coin, deposited 
in the Government Treasury. Deposits in banks are made for the 
convenience of depositors, who usually receive a consideration for 
them. These the Government does not undertake to protect, 
except so far as the requirements of the law and frequent exami- 
nations may protect them; but it has undertaken to provide, and 
it has provided by the National banking system, that all bank- 
notes in circulation shall be secured to the holders beyond a 
reasonable, if not possible contingency. I claim no share in the 
credit of the paternity of the National banking system. The only 
lobbying that I was ever guilty of—and of that I am heartily 
ashamed—was in opposition to it. I was then at the head of the 
Bank of the State of Indiana, a large and profitable institution, 
under the management of tried and able men, which I knew to be 
sound to the core, and which I foresaw must go into liquidation 
or surrender its privilege of issuing two dollars for one on its 
capital, if the new banking system went into operation. The only 
credit I claim in regard to the present system is for the organiza- 
tion of the Bureau, which I think my successors have had no- 
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reasci to complain of, and for my earnest efforts to give to the 
new system a fair trial. It grew into favor with me day by day, 
and I have now no hesitation in saying that, for the United States, 
it is not only vastly superior to the system which it superseded, 
but that it is the best system which has been or is likely to be 
devised. 

The National banking system was not the offspring of the 
State banks. When I went to Washington at the request of Mr. 
Chase in the spring of 1863 to organize the Iureau, it had not a 
single friend among the banks. The managers of sound and well- 
conducted banks were opposed to it, because by bringing their 
banks into it they feared the profits of their shareholders would 
be diminished, and because they dreaded the constant annoyance 
to which they feared they would be subjected from intermeddling 
politicians and journalists. The managers of the banks of a differ- 
ent character were opposed to it, because it required absolute 
security to be deposited with the Treasurer for the redemption of 
the circulating notes. The State banks, in fact, came into the 
system by compulsion; but there are now, I apprehend, very few 
intelligent and upright bankers who do not admit the wisdom of 
the act and the excellence of the system. Fortunate for the 
country was it that the Government did not undertake to collect 
its revenues or pay its soldiers in the notes of suspended State 
banks, the most insolvent of which would have maintained the 
largest circulation. Mr. Chase not only secured by the National 
Currency Act for the whole people a sound and uniform circula- 
tion, but he thus prevented a catastrophe which might have been 
fatal to the Union, and which certainly would have been calam- 
itous to the country. The National banking system was one of 
the compensations of the war, and if its distinguished author had 
rendered no other service to his country, he would, by having 
devised it, have been entitled to the lasting gratitude of his coun- 
trymen. It is this system, so beneficial to the whole country, and 
so indispensable to the newer portion of it, that some politicians 
are endeavoring to overthrow with the intention of supplying the 
place of the bank-notes, which are to be retired, by a further issue 
of legal-tender notes, which further issue would postpone indefi- 
nitely a return to specie, centralize the entire money power of the 
nation in the Federal Government, and inconceivably aggravate 
the evils which now afflict us. 

Our banking system is thoroughly interwoven with all our 
pecuniary interests. It could not be overthrown without the most 
disastrous consequences. Its destruction would not only put a 
stop to bank discounts, but it would necessitate the collection of 
millions upon millions of debts due to the banks. It would create 
a financial revolution which the country is in no ccndition to 
bear. I know it may be contended that the opposition to banks 
means only opposition to them as banks of issue—that to deprive 
them of the privilege of issuing notes by no means involves the 
necessity of their ceasing to continue in existence as banks of 
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deposit and discount. It may be true that if the banks were com- 
pelled to call in their circulation, some of them would go on with 
the business of receiving deposits and discounting bills, but I 
apprehend that a large majority would go into liquidation. If 
they did not, what would the people gain by the change? Are 
the legal- -tender notes any safer than bank-notes which are secured 
by United States bonds with ro per cent. margin, and by the 
capital of the banks and the personal liability of their stock- 
holders? Would the banks, as banks of deposit and discount, be 
more liberal in their dealings with their customers or in their rates 
of interest? Would they be any less liable to the charge of being 
monopolists and extortionists than they now are? What the West 
especially needs is a local circulation. Would it have this local 
circulation if greenbacks became a substitute for bank-notes. I 
predict, if the experiment is ever tried, that before a year passes 
there will be in all the Western and Southern States an outcry 
against the greenback system, and a demand for the restoration of 
the system which is now so vehemently denounced. The financial 
history of the United States shows that the people of the United 
States will have banks and banks of issue. If the National bank- 
ing system, which affords a circulation of uniform value and 
unquestionable security, is to be discontinued, another system must 
be devised to take its place. What shall it be? Has any substi- 
tute for it been proposed? Would it not be wise and prudent for 
us to present a better system, or to improve the one we have 
until a better one is proposed ? 

The present system is, as I have remarked, manifestly superior 
to the one it superseded. It affords the people the uniform and 
safe circulation which they had long desired. It is in no proper 
sense a monopoly. It is in this respect free from the objections 
which were raised against the old United States Bank. It is sub- 
stantially a free banking system, eminently adapted to our repub- 
lican institutions. As far as I can judge, it has so far worked 
well. Let us have a proposition for an improved system before 
we lay our destructive hands upon it. ° ° * 

Upon reading the resolutions adopted by the Detroit ee 
tion, I find that I was mistaken in regard to the proposed issue 
of the convertible 3.65 bonds. I had supposed that the present 
volume of legal tenders only was to be maintained by the use of 
these bonds. The advocates of an exclusive paper currency have 
greater ambition than I had given them credit for. They certainly 
do not intend, if we may judge by the resolutions referred to, 
that any “pent-up Utica shall confine their powers” for doing 
good. They are not only courageous, but they are consistent. If 
the legal-tender notes are, as has been asserted, the best currency 
the world has ever had or can have, why should the issue of them 
be limited? Can there be too much of so good a thing? 

The framers of these resolutions are not only courageous and 
consistent, but they are humorous also. No one but a man of 
“infinite humor” could have drawn the second and fifth resolu- 
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tions—the latter favoring an issue of convertible bonds _inter- 
changeable with greenbacks, 40 an amount equal to the whole Gov- 
ernment debt, and the former asserting the obligation of the Gov- 
ernment to “furnish the people with an absolutely safe and uniform 
currency, adapted in amount to their varying needs, anc of a value 
not materially differing from that of other civilized nations.” The 
Convention, however, is certainly chargeable with one important 
omission; it failed to tell us for what these convertible bonds are 
to be issued. We have been told, in song at least, that “ Uncle 
Sam is rich enough to give us all a farm.” Are we to understand 
that he is rich enough to give to each of us these obligations 
according to our varying necessities ? As the Convention probably 
did not consider the 5-20s and 1881s as being a portion of the 
debt which has been made “especially payable in coin,” it is easy 
to understand how the 3.65s can be issued to the amount which 
they represent; but as the bonds which are not upon their face 
payable in coin are scarcely equal in amount to one-half of the 
proposed issue, the Convention was certainly guilty of great 
neglect in not informing us for what purpose and by what means 
“the remaining “convertibles” are to find their way into the 
pockets of the people. The Convention, in doing its work thor- 
oughly, ought to have enlightened us on this point. If these con- 
vertible bonds are to be given to us, as used to be the saying in 
the West, “free gratis, for nothing,” we ought to know it in 
advance, so that we may not be taken by surprise by the munifi- 
cence of a generous Government. Perhaps, however, we are not 
to be surprised exactly in this way, but in another, equally 
delightful. Perhaps we are to be relieved from taxation by the 
use of these convertible bonds. It may be that the Excise laws 
are to be repealed, and that after the bonds “not especially made 
payable in coin” are called in and paid off with the “converti- 
bles,” the surplus is to be used in defraying the current expenses 
of the Government. It would be a “sin and a shame” not to 
give us at least free whisky with so much free money as we are 
to have. Then, too, it is possible that frequent and liberal “ eye- 
openers,” as they are called in California, may be needed in order, 
that we may take in the full beauties of the glorious system. 
With cheap money we ought certainly to have cheap whisky. 

The proceedings of a mass convention numbering 500 souls 
ought, however, to be treated seriously, and I confess to a feeling 
of relief upon reading its resolutions. They mean nothing if they 
do not mean boundless expansion, violation of the national faith, 
and ultimate repudiation. The Prince of Darkness is never dan- 
gerous when he appears with the cloven feet and conspicuous tail. 
It is only when he comes with specious promises and captivating 
appearance that he leads poor mortals astray. By these resolu- 
tions the Convention threw off all disguises, and I greatly over- 
estimate the intelligence and the probity of my countrymen, if, by 
so doing, it has not deprived the inflationists of much of their 
power for mischief. 








THE NATIONAL BANKING SYSTEM. 


A DEFENSE OF THE NATIONAL BANKING SYSTEM. 


REPLY TO ROBERT MORRIS. 


To the Editor of the Banker's Magazine : 

Mr. Robert Morris, in the pages of this Magazine for August 
last, makes an onslaught on the National Banking system, in an 
article which is remarkable for the fallaciousness of its reasoning and 
for its unfair and misleading presentment of facts. For instance, 
in an endeavor to negative the claim of uniformity which is made 
for the National Bank currency, as compared with that of the old 
State banks, he contrasts the present depreciation of the currency 
with the local discount to which, in avfe-bellum days, the notes of 
State banks were subjected in sections of the country distant from 
that in which they were issued. This local discount he arbitrarily 
places at a maximum of ‘three per cent., although in fact it was 
often ten per cent. and upward. His argument is put in syllo- 
gistic form, in substance thus: 

The utmost local discount, defore the war, upon State Bank 
notes, was three per cent. 

The Present depreciation of National Bank notes is 17 per 
cent. 

Therefore State Bank notes are worth $14 more upon the $100 
than are National Bank notes. 

Whereupon he triumphantly exclaims that he grants the uni- 
formity, but that “it is not a uniformity of va/ue—it is a uniform- 
ity of depreciation.” 

Is not this reasoning run mad? Or would Mr. Morris seri- 
ously contend that 4-day—under a suspension of specie payments 
of fourteen years’ continuance, which commenced long before the 
National banks came into existence, and for which not the banks 
but the war is responsible—State Bank notes would be but three 
per cent. below the price of gold? It is not at all probable that 
he would so contend. And yet it seems tolerably clear that he 
desired such an inference to be drawn, while he disingenuously 
avoided its direct assertion. 

Again, Mr. Morris gives tabular statements in varied form, 
showing the number of banks, with their capital, which have gone 
into liquidation since the organization of the National system. The 
aggregate number he finds to be 166, with a total capital of 

29,369,410, which capital, he informs us, is nearly six per cent. 
of the entire capital of the National banks. It is very plain that 
he intends it to be inferred that this total capital has been entirely 
lost; for, after stating the percentage, he immediately exclaims 
that “this is a proportion of wreck without parallel in the history 
of chartered money corporations.” Here, again, Mr. Morris’s 
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unfairness is exhibited, for he omits to state the fact, which he 
had before him, that of the 166 banks which had ceased business, 
109 had voluntarily retired from the National system and paid off 
their obligations—several of them having not even completed their 
organizations, and others retiring for the. purpose of continuing 
business under the State system. He also fails to state the further 
fact, that of the remaining 57 closed banks 22 went into liquida- 
tion for the purpose of consolidating their capital and business 
with that of other National Associations, thus leaving but 35 
banks that had actually failed. These facts were all before him, 
yet he stigmatizes the whole number of closed institutions as 
“‘ failures.” With equal reason might he call every individual who 
retires from business, or who changes the nature of it, a bankrupt. 

He has also overlooked the further somewhat important fact 
that every dollar of the entire circulation of the 166 closed banks 
(some $20,000,000 in all) has ever been worth at least a dollar in 
greenbacks, and that no holder of a National Bank note has ever 
lost one penny through the closing for any cause of the institution 
that issued it. Wrecks, indeed! Can Mr. Morris himself show a 
“parallel” for this, or point to an instance in the history of his 
vaunted State system, or in that of any other previous system that 
was ever invented, in which the failure of a bank was not disas- 
trous to its note holders ? 

Mr. Morris has still further forgotten to mention—it must have 
been an oversight, although he confessedly had full statistics before 
him—that in the cases of the 35 National banks which out of 
the more than 2,000 banks then organized had actually failed, the 
dividends already paid, together with the cash then on _ hand, 
equaled about 62 per cent. of the entire claims of their outside 
creditors, with, as shown in the reports from which he quotes, a 
certainty of further dividends in the case of 29 of them. But even 
assuming that no further dividends should ever be made, and that 
in addition to this the entire capital of every insolvent bank should 
prove to be hopelessly sunk, the whole resulting loss would be 
but about seven-tenths of one per cent. of the total indebtedness 
of the National banks at that date. And this, too, at the end of 
a period of eleven years of their existence, which period included 
at least two severe financial revulsions. If such an exhibit proves 
the National system to be a system of “wrecks,” then may we 
despair of ever finding safety. At all events the writer criticised 
may be safely challenged to produce its “parallel in the history 
of any and all other chartered money corporations.” 

If Mr. Morris expects or desires that his reasonings shall carry 
conviction to candid and intelligent readers, it seems apparent 
that he must either study his subject with more care, or state his 


facts with more candor. 
E. W. 
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The National Banking system, as established by law in the 
United States, is not adapted to the wants of an agricultural 
population, and does not meet their requirements. National 
Banks are strictly banks for men of active business—for merchants, 
manufacturers and traders generally. Their loans are limited to 
advances on the various agricultural and manufacturing products, 
while on their way from the producer to the consumer, and to the 
discount of accommodation notes secured by approved names. 
The former are expected to be liquidated in full by the sale of 
the products pledged for their payment; and the latter by install- 
ments at short intervals. Being prohibited by the law of their 
organization from making loans on the mortgage of real estate, 
they are from necessity exclusively banks of deposit, discount and 
exchange, the discounts being ordinary business or commercial 
paper, with accommodation loans as the exception. 

The centers of business activity and manufacturing industries 
being in the Northern States, while the population of the exten- 
sive regions of the South and West are engaged principally in 
agriculture, it is apparent that the National Banking system pro- 
motes the interest of the former, while it does not meet the 
requirements of the latter. The busy people of the former convert 
their manufactured products into currency as rapidly as produced, 
and are thus enabled to go on steadily with the work of produc- 
tion; the latter, possessing only fixed capital in the shape of land, 
have nothing to offer to National Banks as a basis for loans, and 
enjoy none of the facilities furnished by banks. Their crops are 
marketed once a year, and for that once the business wants of 
the farmer comes within the prescribed domain of the National 
Banks; but when assistance is required to enable him to produce 
the crop, this source of supply is placed by the law beyond his 
reach. His capital is in fixed property, and, although it is the 
safest of all security, it is not available as the basis of a loan from 
a National Bank. Consequently such aid as may be required by 
the agricultural producer must be obtained from other sources, and 
always at the highest rates of expense, if obtained at all. 

The same observation holds good with respect to improve- 
ments in real estate. The owner of land, finding it necessary to 
improve it in order to make it productive, and expecting to pay 
for such improvements out of the income to accrue therefrom, 
cannot venture on such an enterprise on short or accommodation 
loans. He wishes, first, to pledge the property to secure the pay- 
ment of the cost of the improvements; and second, to obtain a 
loan on such time that the increased revenue may extinguish it, 
paying the interest annually and a percentage of the principal. 
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No prudent man can take the risk of making such improvements. 
on temporary loans. In addition to the hiability of losing his 
property altogether by some sudden and unexpected pressure in 
the money market, when the negotiation of a loan might be 
impossible, his attention would be frequently diverted from his. 
usual pursuits by the necessity of renewing and shifting the debt, 
and of arranging matters outside of his ordinary experience. 

While the National Banks supply the wants of active business 
men in the Northern States, the accumulations of the Savings 
Banks and Insurance Companies located in these States meet the 
local demands for loans on real estate. Mortgages are recog- 
nized as the most secure of all investments, and the local laws 
controlling Savings Banks generally require so much of their funds 
as become a permanent deposit to be invested in such security; 
and Insurance Companies, with their enormous accumulations, 
find the same investments more secure and remunerative than any 
others. The dense population of the New England States espe- 
cially, embracing large numbers of operatives, nearly all of whom 
make it a rule to deposit something in the Savings Banks, accu- 
mulate an enormous aggregate of deposits, which serves as a 
reservoir of capital ready to meet the requirements of real estate 
borrowers, whether for improvements or new purchases. In these 
States and the State of New York the Savings Bank deposits foot 
up a sum of $ 700,000,000, one-half of which is loaned on mort- 
gages of real estate. The agricultural interests of those States 
probably receive all the help they require from these various 
accumulations; but in the South and West, where there are no 
Savings Banks or Insurance Companies with their large funds, and 
in which agriculture in its various branches must forever be the 
paramount interest, some new financial institutions are demanded 
to furnish the means for improvement and development. 

The wealth of the Northern States of the Union is made up 
of fixed and movable property or capital, the latter bearing a 
considerable proportion to the former. At the South and West 
nearly the whole property may be regarded as fixed. In the 
latter, lands and houses form substantially all the property; in the 
former, in addition to these, bonds, stocks and securities of all 
kinds form a vast aggregate of accumulated moving or floating 
capital. The National Banking system seizes upon the best of 
these securities, the bonds of the United States, and enables the 
holders to convert them jnto a circulating medium—into money— 
which becomes at once a source of profit, and the means and 
instrument of commercial and business activity. The precious 
metals not forming at the present time the basis of the financial 
system of the country, the Government has enabled the National 
Banks to furnish a circulating medium by converting a certain 
proportion of its accumulated wealth into the convenient form of 
notes—this accumulated wealth being the guaranty and security 
for their final payment and redemption. But the restriction in the 
National Bank Act against loans on mortgages of real estate, 
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works a positive discrimination against those sections in which 
real estate forms the only substantial wealth. No portion of their 
property can be converted into a circulating medium, and they 
enjoy neither the profits nor facilities secured to those sections 
engaged in business of greater activity and possessing floating 
capital. The safest and most reliable forms of wealth are unavail- 
able for banking facilities; while a secondary form, admitted to be 
really unexceptionable, is made the exclusive basis of the National 
Banking system, and the security for the circulating medium used 
by 40,000,000 people in their daily transactions. 

The Banking system that prevailed in the agricultural sections 
of the country previous to the war of the Confederacy, served the 
double purpose of furnishing a circulating medium and supplying 
money to borrowers at a low rate of interest. The basis of these 
institutions was really coin and real estate; a reserve of coin was 
held to guarantee the immediate convertibility of such of their 
issues as might be presented in the course of business; and 
pledges of real estate to secure its loans—the latter in turn stand 
ing as security for the redemption of all its issues of notes beyond 
the actual reserve of coin kept on hand. These institutions as 
a class were managed with integrity and reasonable skill, and 
maintained their solvency up to the days of the Confederacy. 
They seemed to meet the wants of an agricultural community, and, 
by placing money at a rate of interest within the views of honest 
and capable borrowers, contributed largely to the development of 
the agricultural States, and in this development the whole country 
shared ; its productions were increased, its trade enlarged, and its 
property rendered more valuable. 

But this system was defective in that each State had its local 
currency, which was at a discount in all other sections of the 
country; and this discount increased with the distance to which 
these local issues strayed from home. Redeemable only at the 
office of issue, it is obvious that the expense of converting them 
into coin increased with the distance, and that their value, meas- 
ured by coin as the standard of values, diminished perhaps in 
increased ratio. The character of the institutions issuing them 
was less known with increasing distance, and confidence, for the 
same reason, had no chance of establishing itself. The advantages 
to the whole people of the United States of a currency receivable 
at par throughout its utmost limits, all bearing a uniform character 
atid secured by the same guarantees, are too great to be sacrificed; 
and it may be assumed that no system of local circulation will 
ever meet with favor hereafter. The inconvenience and _ loss 
occasioned by the use of a local currency, unacceptable in all 
places beyond that of its issue and receivable elsewhere only at a 
discount, cannot well be calculated; and a return to this system 
may be set down as altogether improbable and undesirable. 

Fortunately the National Banking system seems to be suscepti- 
ble of such enlargement as will fully meet the wants here pointed 
out. The Government of the United States has, through the 
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National Banks, mobilized a part of the movable wealth of the 
country, and furnished facilities to trade, commerce and manufac- 
tures; it can, by a separate class of institutions, mobilize a small 
percentage of the solid property of the country, and aid in pro- 
moting the interests of the larger portion of its inhabitants, who 
till the ground and bring wealth out of the soil. This class might 
be styled National Mortgage Banks, and be authorized to loan 
money on mortgages only. The same law can govern both classes 
of institutions, but in some few particulars the National Mortgage 
Banks should have features of their own. For this reason, it 
would be better to create a new class of institutions, and not 
change the character and uses of the National Banks now in 
existence, by an extension of privileges. 

Their functions would be in substance the same as those of 
the Crédit Foncier of France. They should loan money on the 
following principles: the real estate to be unshackled by any pre- 
vious mortgage; the loan not to exceed half the value of the 
property; the rate of interest not to exceed seven per cent.; and 
the principal to be payable in a term of years, so much each 
year or each half year. An additional charge should be made 
against the borrower to pay the expenses of the company, which 
would diminish in rate as its capital increased. They should not 
receive deposits, but might issue bonds of fifty dollars, or multi- 
ples of the same, bearing six per cent. interest, payable semi- 
annually, running for any term not less than two years nor more 
than ten. They might also be authorized to guarantee the mort- 
gage bonds upon which loans had been made, and dispose of them 
to investors in Europe and America. If a mortgagor failed to 
meet the annual interest and to make the annual payment on the 
principal, the whole property to be sold at public auction in the 
county in which it is located, and the debt paid. These National 
Mortgage Banks would thus exist by virtue of a general law, and 
be under the same supervision as National Banks. They should 
have as large a capital as could be used advantageously in any 
locality; and should be entitled to issue circulating notes upon 
the deposit of United States bonds, under the same regulations as 
National Banks. The circulating medium would not be increased 
beyond the limit fixed by law for the whole country, but the 
agricultural districts could obtain their share of circulation and 
participate in its profits. If the capital of a Mortgage Bank were 
invested in United States bonds bearing five per cent. interest, 
upon which ninety per cent. in circulation was obtained as now 
by National Banks, its balance sheet, with a capital of one mill- 
ion dollars, would present the following result: 


LIABILITIES. 


CME SABER oso oick Stina s sectas wiceastesoeeneeass $ 1,000,000 
CE wick icnacacceqsmatescuas gees eccaesada 900,000 


$ 1,900,000 
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ASSETS. 


United States bonds, five per cent $ 1,000,000 
Premium on bonds 150,000 
Redemption fund 45,000 
Mortgages at seven per cent. .............----.- 705,000 


$ 1,900,000 
The expenses of the bank being provided for out of the addi- 
tional charge to borrowers, there would be to divide among stock- 
holders annually the following income: 
Interest on United States bonds, gold............ 


Premium on gold 
Interest on mortgages 


Total profits $ 106,350 


This would give an annual net profit of about ten per cent., 
and, being. the income from real estate securities, would render 
the capital stock a desirable investment. 

The capital stock of these National Mortgage Banks should be 
free from taxation of all kinds; else, either the rate of interest on 
loans would have to be advanced to near ten per cent., or a 
heavy additional charge imposed to cover this item of expenses. 
Any real increase in the rate of interest above seven per cent. 
would tend largely to impair the usefulness of these institutions, 
and Congress should expressly provide for exemption of their 
stock from all taxation. First, because the capital would be 
invested in United States bonds; for, if the capital were invested 
by each stockholder individually and directly, the investment would 
not be subject to taxation, and no good reason is apparent why 
investments made conjointly should stand on different grounds 
from investments made singly. Second, because its funds would 
be invested in property already taxed by the State, or in property 
created by the loan and liable to taxation; and to tax the capital, 
increasing the rate of interest on loans, would be a double tax to 
the borrower. Third, because the rate of interest should not 
exceed the limit of seven per cent., if the National Mortgage 
Banks are to be made capable of the largest usefulness and great- 
est development. 

The full effects of the existing partial distribution of currency 
in the United States are not apparent, except upon very careful 
examination. Complaint is made that the Northern States have 
all the National Banks and reap all the profits of the circulation, 
while the agricultural sections have few or none. The usual 
answer to this is, that banks cannot be established except upon 
pre-existing accumulations of capital, and that until such accu- 
mulations have been made, in the South and West, there is no 
basis for them; but the true answer is, the National Banking 
system mobilizes a part of the unfixed property of the country— 
converting it into a circulating medium—but forbids the use of 
real property in the same way; and, until real estate shall be 
included as the basis of a banking system, the agricultural sec- 











384 BANKER’S MAGAZINE. [ November, 


tions never can get their share of banking facilities. Having only 
fixed capital, and there being no real increase in floating capital, 
they are unable to create any basis under the present law for a 
circulating medium. As a consequence, the money used by these 
sections is supplied by the North and East, and the profits thereon 
go in that direction. It flows to the agricultural sections once a 
year to purchase and move the crops, but seldom for investment 
or loan. Having moved the crops it flows back again to the com- 
mercial centers, not because it is wanted there and not wanted by the 
agriculturists, but because it was loaned by the banks at the North 
for a temporary purpose, and returns to effect the payment of the 
debt. If it flowed freely, according to the wants of the different 
sections of the country, it would not remain at the money centers 
at two, three, or four per cent. per annum, when it could readily 
obtain twelve, eighteen, or even twenty-four per cent. in the agri- 
cultural sections. The currency gravitates to the North, where 
the National Banks are, and none remains where National Banks 
do not exist. Can it be doubted that this ebb and flow of cur- 
rency is partly due to the location of the National Banks in 
certain sections of the country, and of their privilege of furnishing 
the circulating medium for the whole, and enjoying all its profits ? 
In those sections are National Banks and cheap money; in the 
others, no banks and ruinous rates of interest. 

The general effects of the present distribution of the currency 
seem to fall with peculiar weight upon the planter. Many persons 
believe that the agricultural sections of the country are becom- 
ing poorer and poorer every year; that neither good nor bad 
crops retard the gradual and steady approach of impoverish- 
ment. By some this is attributed to the operation of the pro- 
tective tariff; but a more direct and potent cause is the excessive 
rates of interest the farmers and planters of the West and South 
are required to pay. All the profits of agriculture are absorbed, 
and the same thing will continue until the normal rate of interest 
can be reduced. ‘The only practicable plan of effecting a reduction 
in the rate of interest seems to be through such a modification of 
the National Banking system as will make it applicable to the 
property existing in those sections, converting a limited percentage 
of its fixed property into a floating and working capital. The 
Government has undertaken to furnish a circulating medium for 
the whole country upon the basis of certain property owned only 
in one part of it. Hence plethora of money in that part, and 
absolute scarcity in the other; cheap money in the former, and 
dear money in the latter. 

Under the operation of the present free banking law, the effect 
of the establishment of a number of National Mortgage Banks 
would be to increase the local circulation in the agricultural 
States, and diminish at the same time the volume of greenbacks, 
thus making a step in the direction of specie payments. They would 
exist as a class of institutions devoted especially to the interest of 
real estate and real estate owners in all sections of the country. 
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Restricted to these interests, they would move in harmony with 
the National Banks now existing,—one meeting the wants of 
farmers and planters, the other of merchants and manufacturers. 
A uniform currency would be maintained throughout the country, 
all based upon the same security. Capital seeking permanent 
investment would find the National Mortgage Bank an attractive 
one, owing to the peculiar character of their loans, and their 
establishment would be demanded in many sections of the country. 
The clamor for more currency would cease, as the real basis for 
the issue of currency would be so widened as to embrace all 
interests and sections, and this would be accomplished without 
creating any redundancy of currency; it would displace legal- 
tender paper money by National Bank circulation, and insensibly 
lead up toward a resumption of specie payments. The country 
would fall into the true way to accomplish resumption without 
panic or financial crisis, through the increase of population and 
the effects of law, co-operating to the same end. 

W. B. GULICK. 

Cotumpsia, S. C., Aug. 28th, 1875. 


[We print the foregoing suggestive communication because we 
approve of the object which its writer has in view, though we 
have grave objections to certain parts of his plan. The proposal 
to give to the Mortgage Banks the power to issue currency is a 
dangerous one, even under more rigid restrictions than are inti- 
mated above.—Ep. B. M.| 


OS — 


RECOVERY OF MONEY PAID ON FORGED CHECKS. 


SUPREME COURT OF MISSOURI, MARCH TERM, 1875. 


Third National Bank of St. Louis vy. Allen et. al., Appellants— 
Appeal from St. Louis Circuit Court. 


WaGNER, J.—This was a suit to recover the amount of a 
check drawn on and paid by the plaintiff, but altered before pay- 
ment. 

The facts as they appear from the record, are substantially 
these: Thomas Rhodus & Co., a business firm, keeping their 
accounts with the plaintiff, drew a check on it for $20, payable 
to a stranger. On the day of the date of the check, a stranger, 
representing himself as an employee of Rhodus & Co., appeared 
at the counter of the defendants, who were private bankers, and 
negotiated for the purchase of a quantity of gold, to be paid for 
in currency, and then retired. Afterward, during this same day, 
this stranger returned to defendants’ banking house, bringing with 
him what purported to be the check of Rhodus & Co., payable 
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to defendants for the exact amount in currency required to pay 
for the gold previously negotiated for, and delivered the check to 
the defendants, who then and there delivered to him the gold con- 
tracted for. This occurred during business hours on Wednesday. 
The next day (Thursday), the defendants presented and the plaintiff 
paid the check, the defendants’ name being indorsed thereon. The 
check paid was the same that was drawn by Rhodus & Co., and 
which before it reached defendants was altered by substituting 
$ 368.38 for $ 20, and the name of defendants as payees instead 
of the original payee. There was nothing in the appearance of 
the check, or in the conduct of any one connected with the trans- 
action, calculated to excite suspicion. The plaintiff’s evidence 
showed that it discovered the forgery the next day after it paid 
the check, and immmediately on the same day notified the defend- 
ants of the forgery, whilst on the other hand the defendants’ wit- 
nesses testified that they received the notice the second day after 
the payment. 

The case was tried before the Court without the intervention 
of a jury, and at the instance of the plaintiff three declarations of 
law were given: First, the defendants were bound to use ordinary 
diligence in the discovery of the forgery, and if it appears from 
the evidence that the defendants were guilty of negligence in fail- 
ing to discover the forgery, and that plaintiff paid the amount of 
the draft to the defendants in ignorance of the fact that it was a 
forgery, then plaintiff is entitled to recover; second, if plaintiff 
paid the draft to defendants without knowing it to be forged, and 
without any reasonable cause to believe it to be a forgery, but 
supposing it to be a genuine draft for the amount of money called 
for on its face, the plaintiff is entitled to recover, provided notice 
was given to defendants of the fact within a reasonable time after 
the discovery of the forgery; third, if the notice of the fact of 
forgery was given to defendants on the day it was discovered by 
plaintiff, although it may have been two days after the payment 
of the draft, the Court will hold that such notice was within a 
reasonable time. The defendants then asked the Court to declare 
the law to be, that, upon the evidence and the facts admitted 
by the parties, the plaintiff was not entitled to recover. This 
declaration was refusec, and a judgment was then rendered for 
plaintiff. 

It seems to be well settled that money erroneously paid, or 
allowed, under mutual ignorance or mistake of facts, may be recov- 
ered back. The cases founded on mistake seem to rest on this 
principle: that if parties, believing that a certain state of things 
exists, come to an agreement with such belief for its basis, on dis- 
covering their mutual error they are remitted to their original 
rights. Mowat v. Wright, 1 Wend. 335-62, per Savage, Ch. J. 
As money paid under a mistake of fact may always be recovered 
back, one who pays money on forged paper, by discounting or 
cashing it, can always recover it back, provided he has not 
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materially contributed to the mistake himself, and has given a 
sufficiently early notice of the mistake to the other party after he 
has discovered it. As to what is a sufficiently early notice, or, in 
other words, reasonable time, there has been considerable difference 
of opinion. In the earlier English cases, it was strictly held that 
the payor could not recover back the money unless he gave notice 
on the very day of the payment, and before any change of cir- 
cumstances. 2 Pars.’ N. & B. 598, and note. 

But in this country this doctrine has not generally prevailed. 
The American courts have mostly repudiated it, and the accepted 
rule is, that the payor must be allowed a reasonable time to detect 
the forgery and demand restitution. What will amount to a 
reasonable time will greatly depend on the circumstances of each 
particular case. It is conceded, at all events, that it is not nec- 
essarily the very day of payment, nor the day after. For, one who 
passes a forged bill, it is said, cannot avoid his liability on pre- 
tense of delay in detecting the forgery and giving notice; and 
reasonable diligence is all that can be required. Therefore, where 
no negligence is imputable to the drawee in failing to detect the 
forgery, want of notice within the time which ordinarily charges 
previous parties on negotiable paper is excused, provided it be 
given to the holder as soon as the forgery is discovered. 2 Pars. 
N. & B. 599; Canal Bank v. Bank of Albany, Hill. 287; U.S. 
Bank v. Bank of Georgia, 10 Wheat. 333; Bank of Commerce v. 
Union Bank, 3 Comst. 230; Espy v. Bank of Cincinnati, 18 Wall. 
604. 

In the case of Espy v. Bank of Cincinnati, 18 Wall. 604, Stall 
and Meyer, customers and depositors with the First National Bank 
of Cincinnati, made their check on that bank for the sum of 
$ 26.50, payable to the order of Mrs. E. Hart, and delivered it to 
a stranger to all the parties to the transaction out of which the 
controversy arose. The man erased the name of the payee and 
the amount for which it was given, and inserted the name of 
“Espy, Heidelbach & Co., bankers and brokers,” and also the 
sum of $3,920, and passed it to Espy, Heidelbach & Co., in 
payment of bonds and gold which he purchased of them. The 
check was paid by the bank through the Clearing-House, and the 
next day the fraud was discovered, and the bank made a demand 
on Espy, Heidelbach & Co. for the amount, as paid through a 
mistake. Judge Miller, writing the opinion of all the judges, after 
making the above statement of facts, said: “If this were all the 
case, there could be no doubt of their right to recover. The prin- 
ciple that money so paid under a mistake of the facts of the case 
can be recovered back is well settled, and in the case of raised 
or altered checks so paid by banks on which they were drawn, 
there are numerous well-considered cases where the right to 
recover has been established, when neither the party receiving, 
nor the party paying, has been in any fault or blame in the 
matter.” 
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In that case as in this, the fraud was not discovered till the 
day after the payment was made, and it is not shown when the 
notice was given, and no point appears to have been made upon 
it. The case is the latest on the subject, and gives the great 
weight of the National tribunal in opposition to the early English 
cases, and in favor of the predominant American doctrine. 

In the case of the Canal Bank v. Bank of Albany, 1 Hill, 
287, the payment was made on a forged indorsement, on the 28th 
of March, 1839, and on the 7th day of June thereafter the 
plaintiff called on the defendants, and asked to have the money 
refunded, notifying them, at the same time, of the forgery; and it 
was decided that they were entitled to recover. Mr. Justice 
Cowen examined the English cases and strongly disapproved of 
them, and in the course of his opinion, said: 

“ But I am not willing to concede that delay in the abstract, 
as seems to be supposed, can deprive the party of his remedy to 
recover back the money paid under the circumstances before us. 
It is said that the defendants had indorsers behind them; and by 
delay they were prevented from charging them by giving reasona- 
ble notice. Admit this to be so. The plaintiffs did not stand in 
the relation of a holder. They were the drawees, and advanced 
the money by way of payment. They would never, therefore, 
think of notice to the defendants till they accidentally discovered 
the forgery. If there had been any unreasonable delay after such 
discovery, another question would be presented.” Same point, 
Bank of Commerce v. Union Bank, 3 Comst. 230; Kingston Bank 
v. Eittinge, 40 N. Y. 301. 

In Koontz v. Central National Bank, 51 Mo. 275, the draft 
was paid by mistake in July and no notice was given to the 
defendant of the error till the following December, and we held 
that the plaintiff might still recover. The case of the U. S. Bank 
v. Bank of Georgia, 10 Wheat. 333, and the Gloucester Bank v. 
The Salem Bank, 17 Mass. 33, are strongly relied on by the 
counsel for the defendants in this court. They were both cases 
where the banks had received their own notes in payment. In 
the United States Bank v. Bank of Georgia, the parties had had 
mutual dealings, and the latter received a quantity of its own 
notes in payment of a balance. It appeared that part of these 
notes were forged, and it retained them nineteen days without 
notifying the plaintiffs of the fact. The Court admitted that the 
modern authorities, in a strong manner, asserted that a payment 
received in forged paper or in base coin was not good, and if 
there was no negligence in the party he might recover back the 
consideration; but they distinguished the case. They proceeded 
upon the theory that the notes in question were not the notes of 
another bank or the security of a third person, but they were 
received and adopted by the bank as its own genuine notes in the 
most absolute and unconditional manner. They were treated as 
cash, and carried to the credit of the plaintiff, in the same manner 
as if they had been genuine notes or coin. It was deemed that 
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considerations of public convenience and policy would authorize a 
distinction between cases where a bank receives forged notes pur- 
porting to be its own, and those where it receives the notes of 
other banks in payment or upon general deposit. It has the 
benefit of circulating its own notes as currency, and commanding 
thereby the public confidence. It is bound to know its own 
paper and provide for its payment, and must be presumed to use 
all reasonable means, by private marks and otherwise, to secure 
itself against forgeries and impositions. Under such circumstances,. 
the receipt by a bank of forged notes, purporting to be its own, 
must be deemed an adoption of them. It has the means of know- 
ing if they are genuine; if these means are not employed, it is. 
evidence of that neglect of duty which the public have a right to 
require. But whilst laying down the above propositions as con- 
trolling the particular case, the doctrine was recognized, that in 
relation to forged bills of third persons received in payment of a 
debt, a recovery may be had if notice is given within a reasonable 
time. The case of Zhe Gloucester Bank vy. The Salem Bank was 
where forged notes of the latter had been paid to the former, and 
upon a subsequent discovery the amount was sought to be recov- 
ered back. No notice was given of the doubtful character of the 
notes until fifteen days after their receipt, and no actual averment 
of forgery until about fifty days. The notes were in a bundle 
when received, which had not been examined by the cashier until 
after a considerable time had elapsed. The Court said: “The 
true rule is, that the party receiving such notes must examine as 
soon as he has opportunity, and return them immediately. If he 
does not, he is negligent, and negligence will defeat his right of 
action. This principle will apply in all cases where forged notes 
have been received, but certainly with more strength where the 
party receiving them is the one purporting to be bound to pay. 
For he knows better than any other whether they are his 
notes or not, and if he pays them or receives them in payment, 
and continues silent after he has had sufficient opportunity to- 
examine them, he should be considered as adopting them as his 
own.” 

Neither of these cases is in opposition to the principles of law 
announced previously in this opinion, but they are rather con- 
firmatory of them. The Court has found here that the plaintiff 
paid the forged draft under a mistake of fact, and its right to 
recover is undoubted. 

The discovery of the forgery was made on the next day after 
payment, and whether the defendant was notified on that day or 
the next succeeding, in either event we think it was within a 
reasonable time. A point has been raised here that there was no 
offer to return the draft, but that does not appear to have been 
raised in the pleadings or passed upon in the court below. 

We think the judgment should be affirmed; the other judges. 
concur. 
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STATE RIGHTS OVER NATIONAL BANKS. 


The Comptroller of the Currency sometime since transmitted 
letters from the First National Bank of Florida, and the Citizens’ 
National Bank of Raleigh, to the Solicitor of the Treasury, for his 
opinion as to the right of a State to impose a license tax upon 
the capital of National banks, and also the right of State officers 
to examine National banks, or to require repor:s to be made to 
them of their affairs. The Solicitor has given an elaborate opinion 
that a license tax upon the capital of a bank cannot be enforced, 
and that such officers have no right either to examine or to exact 
reports from National banks. He says: “This entire legislation 
is at variance with the law as adjudicated, and subversive and 
destructive of the principles governing the relations of the Federal 
and State Governments.” We have received a copy of the opinion 
of the Solicitor, and publish it in full for the information of our 
readers. 


OFFICE OF THE SOLICITOR OF THE TREASURY, 
Wasuincton, D. C., Sept. 18, 1875. 

Sir: I am in receipt of your communication, requesting my 
opinion as to the constitutionality of an imposition by a State of 
a license tax upon National banks, or a tax upon their capital. 

The laws of Florida, ch. 1,976, sec. 11, provide that “all 


DEPARTMENT OF JUSTICE, 


banks and bankers . . . . shall pay a license of one hundred 
dollars,” and that counties . . . . “may impose such further 
or other license taxes or rates for county . . . purposes, 


not exceeding one- half of the amount levied by the ‘State, as they 
may deem proper.” 

The County Commissioners for Duvall County, Florida, levied 
one-half of the amount imposed by the State, and the Collector 
of said County demanded $150 for the State and County license, 
of the First National Bank of Florida. 

The 15th Section of the Revenue Law of North Carolina 
assumed to impose, “in addition to the ad valorem tax on capital 
invested, annually a tax according to capital invested, upon every 
National bank, savings bank, or association,” &c. 

In North Carolina (Laws 1874-5, ch. 205), it is attempted to 
subject National banks to inquisitorial powers by the Secretary of 
State, to enforce reports to him of their affairs, to secure and pay 
for his certificate of approval, and it is made a misdemeanor in 
officers of such institutions, punishable by fine and imprisonment 
at the discretion of the courts, to transact business without first 
having obtained a certificate of such approval. There are other 
provisions more exposed to criticism, but not necessary to be con- 
sidered or enumerated in this connection. 
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The Attorney-General for the State of North Carolina has 
promulgated his opinion that chapter 205 (Laws 1874-5) is 
binding upon National banks. The authorities have expressed a 
determination to enforce the provisions of the act. 

The Revised Statutes, sec. 5241, provided that “no association 
shall be subject to any visitorial powers other than such as are 
authorized by their title, or are vested in the Courts of Justice.” 
This provision directly precludes the Law of North Carolina, 
1874-5, ch. 205. 

The entire legislation under discussion is at variance with the 
law as adjudicated, and subversive and destructive of the princi- 
ples governing the relations of the Federal and State Governments. 

I believe the following propositions will dispose of the ques- 
tions involved, and I am satisfied that they are based upon 
acknowledged law and principles. 

I. Congress possesses the power to incorporate a bank, as 
incidental to the beneficial exercise of its express powers. 

The principle was introduced at a very early period of our 
history (the first Congress, by Act, February 5, 1791, ch. 84, 
incorporated a bank), it has been recognized by many successive 
Legislatures (in 1815, 1816, 1863, 1864, &c.), has been acted 
upon by the judiciary and executive departments, and has been 
considered as a law of undoubted obligation even in criminal cases. 

“The Government of the Union, though limited in its powers, 
is supreme within its sphere of action.” 

“The nation, on those subjects on which it can act, must 
necessarily bind its component parts.” 

Among the enumerated powers given to Congress, we do not 
find that of establishing a bank, or creating a corporation. But 
there is no phrase in the Constitution “which excludes incidental 
or implied powers, as in the Articles of Confederation, and which 
requires that everything granted shall be expressly and minutely 
described.” 

Congress has power to lay and collect taxes; to pay the debts, 
and provide for the common defense and general weifare; to bor- 
row money on the credit of the nation; to regulate commerce; to 
coin money and regulate the circulating medium ; to establish post- 
offices and post-roads; to declare and carry on war; to raise and 
support armies, and to provide and maintain a navy, etc., and to 
make all laws which shall be necessary and proper for carrying 
into execution these powers, and all other powers vested in the 
National Government, or any of its departments or officers. The 
laws thus made are declared to be the “supreme law of the land.” 
State officers and members of State Legislatures take an oath of 
fidelity to this supreme law. 

The creation of a corporation appertains to sovereignty; but 
so does the power to make laws. The whole penal code of the 
United States (except in cases of counterfeiting, piracies and felon- 
ies committed on the high seas, and offenses against the law of 
nations, specifically enumerated) is based upon the incidental pow- 
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ers of Congress as essential to the beneficial exercise of its express 
powers. The power of punishment appertains to sovereignty as 
incidental to express constitutional powers; and the power to create 
a corporation is not, like the power of making war, a great sub- 
stantive and independent power, which cannot be implied as inci- 
dental to other powers, or used as a means of executing them. . . 
The power of creating a corporation is never used for its own 
sake, but to effect something else, and it may pass as incidental to 
those powers which are expressly given, if it be a direct mode of 
executing them. McCullough v. Maryland, 4 Wallace R., 316. 

To use a bank must be within the discretion of Congress, if it 
be the means of executing the powers of Government. It is the 
function of the legislative department, if the law is calculated to 
effect any of the objects intrusted to the Government, to decide 
upon the degree of its necessity. The choice of means implies a 
right to choose a National bank in preference to State banks, and 
Congress alone can make the decision. McCullough v. Maryland, 
4 Wallace R., 316. 

The Bank of the United States was declared to be constitu- 
tionally created, and to be free from State taxation as to the bank 
and its branches. 

The qualities, powers and duties, as National agencies, of these 
National banks, resemble, in almost all essential particulars, those 
of the Bank of the United States authorized by the Act of April 
10, 1816. Like that bank, they are organized under National 
legislation. Their capital, like four-fifths of the capital of that 
bank, is supplied by individual subscription. They are employed, 
like that bank, as agents and depositories of the National Govern- 
ment. 

The National banks are subject to no control except that of 
the Government executing the law; their notes, besides being 
secured as to immediate redemption by the several associations, 
which pay them out, through the deposit of United States bonds, 
are in substance, and to all practical intents, the obligations of 
the Government itself; and are intended, in connection with the 
notes issued directly by the Government, to supply the entire note 
circulation of all the States and all the Territories of the Union. 

The general supervision of their action was committed to the 
Comptroller of the Currency; one-third of their capital to be 
invested in interest-bearing bonds of the United States; their circu- 
lating notes are prepared by the Federal Government, and they are 
convertible immediately into notes of the United States, and con- 
vertible into coin as soon as the Government shall provide for 
the payment of its own notes in that medium. ‘Their notes were 
made receivable for all debts and liabilities whatever; receivable 
by all associations—employed as depositories, when deposited by 
the United States; receivable also by the United States for all 
dues except duties on imports; and by all persons for all dues 
from the United States, except interest on the public debt. (See 
Van Allen v. Assessors, 3 Wallace R., 373, passim.) 
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A State cannot constitutionally tax a National bank, either by 
license tax or tax upon capital. 

The recognized limitations of this proposition are the right to 
tax real estate, and the interest of citizens of a State in an insti- 
tution in common with property of the same description through- 
out the State. 

A license tax is “like one assessed to the franchise as a royalty 
for the grant. (Bank of Commerce v. New York, 2 Black. R., 
629.) 

The General and State Governments have respectively the 
power to levy taxes for their own appropriate uses, without in any 
way interfering, or having the right to interfere, with the just 
powers of the other. (1 Story on the Constitution, sec. 1,034.) 

The State cannot tax a franchise created by another sove- 
reignty, to-wit, the Government of the Union. (Bank of Commerce 
v. New York, supra.) The powers of a State cannot rightfully be 
so exercised as to impede and obstruct the free course of those 
measures which the Federal Government may rightfully adopt. 
({@.) “Such is the paramount character of the Constitution, that 
its capacity to withdraw any subject from even this power” (of 
taxation by State) “is admitted; as in the limitation to laying 
duties on imports and exports.” (McCullough v. Maryland, supra, 
P- 425.) 

The Constitution, and the laws made in pursuance thereof, are 
supreme; they control the Constitution and laws of the States, and 
cannot be controlled by them. (/@., p. 426.) 

That the power of taxing a National bank by the State may 
be exercised so as to destroy it is too obvious to be denied. 
(Marshall, C. J., zd.) A State Legislature, unrestricted by consti- 
tutional prohibition, has power to exempt certain property from 
taxation. (Zomlinson v. Cranch, 15 Wallace R., 460.) As State 
constitutions are within the control of the people thereof, they 
could permit such discrimination as to destroy all National banks, 
or other agencies of the Federal Government, unless the /ara- 
mount authority of the Government of the Union is maintained. 

A part cannot be greater than the whole. The sovereignty ot 
a State extends to everything which exists by its authority, or is 
introduced by its permission; but does not extend to those means 
which are employed by Congress to carry into execution powers 
conferred on that body by the people of the United States. 
(McCullough v. Maryland, 4. Whea., p. 420.) 

The Bank of the United States and the National banks are 
agencies of the Government, and, therefore, are necessarily exempt 
from State taxation. See McCullough v. The State of Maryland, 
4 Whea. 316; Osborne v. United States Bank, 9 1d. 74, and the 
doctrine is sustained in all later cases. 

The case of the Mational Bank v. Commonwealth (Kentucky), 
9 Wallace, sec. 53, disposes entirely of the tax sought to be 
imposed upon capital of National banks by the Revenue Law 
(North Carolina), sec. 15, and the cases are nearly parallel. 

26 
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The power to tax National banks, or fiscal agencies, is con- 
current with the power to borrow money, sec. 6, and not con- 
current with the power of State to tax. 

III. The Federal stocks and bonds are exempt from State 
taxation. They form a large, if not the entire, capital and reserve 
of National banks. The cases sustaining this position are: Weston 
v. City of Charleston, 2 Peters. R. 449; Bank of Commerce v. 
NVew York, 2 Black. R. 628; Bank Tax Case, 2 Wallace R. 200; 
McCullough v. Maryland, 4 Whea. R. 316; Osborne v. Bank of 
United States, 9 Id. R. 738. 

The power of the Federal Government to borrow money could, 
on any other theory, be defeated and destroyed by any State. 
A tax equal to the rate of interest on the Government securities 
would manifestly render them worthless. 

Under the National Currency Act of 1864, secs. 40 and 46 
(R. Stat. at Large, 99), the only permissive legislation of Congress 
touching the subject of State taxation of the shares of National 
banks is set out. It has been adjusted that the shares of the 
stockholder in National banks are subject to State taxation, with- 
out deducting the amount of the capital invested in Government 
securities. Van Allen v. Assessors, 3 Wallace R. 573; People v. 
Commissioners, 4 Wallace R. 244; Bradley v. People, 4 Id. R. 
459. These cases weré decided upon the theory that the tax 
upon shares was not a tax upon Federal bonds, but was taxed 
upon the benefits the shareholders would derive from them under 
a privilege conferred upon their use in these associations, under the 
Act of Congress (¢. ¢. dividends), and not contemplated in the 
loan acts. The tax was not a tax upon the capital or franchise 
of the bank. 

In the two former cases (Van Allen v. Assessors, and People v. 
Commissioners), a strong dissent was made to the opinion of the 
Court by Chase, C. J., and Wayne and Swayne, JJ., upon the 
proposition that taxation of shares was actual, though indirect, 
taxation of United States donds, so far as the same comprise the 
capital of National banks, and so expressly prohibited by Act 
of February 25, 1868, as amended and re-enacted June 3, 1864. 

To summarize, I am of opinion that States cannot tax: (@.) 
The agencies of the National Government on capital or for 
franchise. (.) The National securities in the hands of individuals, 
except under Act June 3, 1864, sec. 41, as adjudicated in Van 
Allen v. Assessors, 3 Wallace R. 573, and later cases affirming 
the doctrine therein expressed. (c.) The National securities in 
which may be invested the whole or any part of the capital of 
any association or corporation. 

I return herewith your enclosures. 

Very respectfully, 


BiurorD Wi son, Solicitor of the Treasury. 


Hon. Joun J. Knox, 
Comptroller of the Currency, Treasury Department. 
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INQUIRIES OF CORRESPONDENTS. 


I. AMERICAN SECURITIES HELD ABROAD. 


To the Editor of the Banker's Magazine: 


It would be, it seems to me, interesting matter to the readers of the 
BANKER’S MAGAZINE if you would publish a statement, if the data can be 
obtained, of the amount of United States bonds, railroad bonds, and all other 
classes of bonds bearing gold interest, held in foreign countries, and of the 
amount of gold required to pay the annual interest on the same. The object 
of the statement would be to show, mainly, the total amount of bonds held 
abroad, and the annual export of gold necessary to pay the interest thereon. 
The annual production of gold and silver in our own country is estimated, for 
the year 1874, to be about $74,000,000, and the question which naturally 
suggests itself is, how much of this amount is absorbed in the payment of 
interest to the foreign holders of our bonds? Estimating the gold and silver 
in the Treasury of the United States and the National Banks at $ 115,000,000, 
and the amount in the Pacific coast States and Territories, and hoarded by 
the people, at $85,000,000, we have, say, $ 200,000,000 for present use. 

It is fair, I believe, to assume that the specie value of the exports of our 
agricultural and other products (exclusive of specie) will nearly equal the 
specie value of our imports of general merchandise, leaving the difference 
between our annval gold and silver product and the payment of the annual 
gold interest to foreign bondholders, to accumulate and to facilitate the 
resumption of specie payments. It occurs to me that you would have, in the 


statement, —— a basis for solving the problem, How and when is the 


resumption of specie payments practicable, without disturbing the $ 760,000,000 
of irredeemable paper money now in circulation? S. B. 
EVANSVILLE, Ind., Oct. 2, 1875. 


REPLY.—Any estimate of the amount of United States bonds and other 
securities held abroad, is purely conjectural. In 1866 Mr. McCulloch 
estimated them as follows: Governments, $ 350,000,000; State and Municipal, 
$ 150,000,000; Railroad, &c., $100,000,000; total, $600,000,000. In 1869 
Mr. Boutwell placed the total amounts at $900,000,000. In 1875 the current 
idea in Wall street approximates $ 1,300,000,000 as thus held. 

Our correspondent loses sight of an important factor in our foreign 
exchanges, viz., the flow of capital hither for investment. This, too, is an 
unknown as well as a fluctuating quantity, and it is impossible to fix, with any 
safety, upon a sum which can thus serve as a basis for correct computation 
in endeavoring to solve the resumption problem. 


II. Must “VALUE RECEIVED” BE EXPRESSED IN A NOTE? 


NEw YoRK, September, 1875. 

Is a note made without the words “for value received,’ a legal obligation 
against the maker ? 

REepLy.—Yes. Although commonly inserted, this expression is not essential 
by our law, except where positively required by some statute provision in 
respect to some particular class of notes. “In some of the States if a mon- 
negotiable note does not contain the words ‘ value received’ it does not import 
value, and the payee must prove a consideration; although it is otherwise in 
negotiable notes’? [Story on Promissory Notes, § 51]. 
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III. NATIONAL BANKS AND REAL ESTATE SECURITY. 


NATIONAL BANK, MAss., 1875. 


I cannot quite understand the question of your correspondent from 
Wooster, Ohio, on page 61, July number, and will thank you for an answer 
to the following: Suppose we hold a note of John Brown indorsed by Samuel 
Smith, which is due and unpaid, we take a new note with the same maker and 
indorser, asking indorser for more security. He proposes to give us mortgage 
note to him of W. Jones, and assigns mortgage to us. Have we not a perfect 
right under the National Bank Act to accept the same, and would it not 
be as good security to us as to a private individual? If not what does Sec. 
5,137, National Bank Act, and Amendments, 1875, mean ? 


COLDWATER, MICH., 1875. 


On page 61, in your July number, you express an opinion that “ mortgage 
notes”’ cannot be taken to secure a loan at a National Bank. I consider this 
rule requires considerable qualification. With us the mortgage on lands is to 
secure the payment of the note or bond given collateral with the mortgage. 
You may collect the note by action at law, levy on any property—even the 
mortgaged property—and collect without any resort whatever to the mortgage. 
The person who gives the note may have ample assets out of which to make 
collection. Now if a bank takes a note given with a mortgage, and does not 
resort to a foreclosure to collect, but proceeds as though no mortgage was 
given, why is not the security to the bank loan a good one? 


ReEPLy.—In the former case a National Bank is plainly authorized by the 
law to take real estate security, it being “to secure a debt previously con- 
tracted.” In the latter instance, the note given may be taken simply as a 
promissory note, but the mortgage is clearly useless to the bank. The real 
estate as any security is out of the question. If the intention of this pro- 
hibitory clause in the National Bank Act was to prevent entirely the discount- 
ing of “long-winded” paper, it is certainly a good one, for when floating 
capital becomes fixed capital the function of a banker comes to an end. 











A VENERABLE CASHIER.—Mr. Amos Townsend, Cashier of the National 
New Haven Bank, completed his fiftieth year of continuous service in its 
employ on October 15th. For eighteen years he has been the sole survivor of 
all his original associates in the bank. In a letter to the President, written 
on that day, he says: “From my entrance into the bank in 1825 to 
September, 1865, I had not been absent from ill health a single day, and my 
longest absence from any and all causes was three days. I had never asked 
or received a vacation from labor during these forty years. In September, 
1865, I took a severe cold and was confined fifteen days, and, as I had been 
unused to illness, I concluded that I had done my last day’s work on earth, 
and sent in to the Board my resignation of the cashiership, to which I had 
been apppointed January 1, 1832, on the decease of Mr. Pyncheon. This the 
Directors did not accept. The bank having commenced operations as a National 
institution, I undertook to sign the entire circulation, and this work, in my still 
partially prostrated physical condition, proved too great an effort, and my eyes 
gave out. In consequence, at the annual election for officers in January, 1866, 
I declined a re-election, and you were appointed cashier, while I accepted the 
office of assistant cashier, and did the out-door work for three years. This I 
was able to do in all weathers, and did not lose a single day. Out-door 
exercise restored my health. On the decease of President Sanford, in Jan., 
1869, you were elected as his successor, and the Board was pleased to offer 
me the cashiership again, with the condition that, in view of my age, the 
weakness of my eyes, and extreme deafness, I might do what work I could. 
I have thus far heen able to do all that has been required of me, and, I trust, 
to the acceptance of all interested.” 
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BANKING AND FINANCIAL ITEMS. 


THE BANKER’S ALMANAC AND REGISTER for 1876 is now in course of 
preparation, and will be issued about the end of December. Bank officers and 
Bankers are requested to return promptly to this office the advance sheet 
containing their respective details, which is sent to each, and to advise zmme- 
diately any changes which may occur hereafter. 

Orders for the Cards of Banks and Bankers, to be inserted in the forth- 
coming ALMANAC, will be received up to November 30th. Terms, $25 per 
quarter page. 


THE NEW YorRK CLEARING-HousE.—At the regular annual meeting of 
this Association, held October 5th, the following officers were elected for the 
ensuing year: ‘ 

Chairman—George S. Coe. 

Secretary—George F. Baker. 

Manager—William A. Camp. 

Clearing-House Committee—Charles P. Leverich, John L. Everitt, Charles 
F. Hunter, Benjamin B. Sherman, William L. Jenkins. 

Conference Committee—Richard Berry, John Castree, Jacob D. Vermilye, 
Henry F. Vail, Frederick D. Tappen. 

Nominating Committee—William H. Cox, Alexander Gilbert, Thomas 
Monahan, Francis M. Harris, William P. Brintnall. 

Committee on Admissions—John Parker, R. P. Perrin, William Doud, George 
Montague, Charles Jenkins. 

Arbitration Committee—N. F. Palmer, A. N. Trowbridge, J. M. Morrison, 
P. M. Bryson, S. R. Comstock. 


THE BANKS AND THE CENTENNIAL.—The Clearing-House Committee on 
the Centennial Exhibition has issued the following circular: 

“The committee appointed by the Clearing-House to aid the Centennial, 
once more appeal to the banks of this city to subscribe their respective pro- 
portion of the Centennial stock, on the basis of one-twentieth of one per cent. 
of their capital. This subscription is the more urgently called for, as the 
approach of cold weather creates the necessity that the more expensive 
buildings should be completed, or at least enclosed, before its arrival. The 
money, so far as we can judge, is judiciously and economically expended. 

“The action of the banks of New York in this matter will be looked to and 
followed by the banks of the country. The subscription is not a gift, but an 
investment in a stock which this committee has reason to believe will be 
returned, if not wholly, at least in part, at the close of the Exhibition. 

‘“‘ Another reason for our prompt action is, that delay on our part may be a 
serious obstacle in the way of the final success of the Exhibition. It seems to 
us an important matter that the enterprise should be carried to a successful 
conclusion, and nothing should be left undone on the part of the banks to 
insure this result. 

“With the hope that you will consider this appeal favorably, the committee 
beg your earnest and immediate attention. 

“Please send your subscriptions to the chairman of the committee. 

“CHARLES BARD, C. N. JoRDAN, W. A. HALL, GEorRGE F. BAKER, 

‘“*B. B. SHERMAN, Chairman, President Mechanics’ National Bank.” 

The subscriptions are advancing favorably. The Clearing-House Committee 
are showing great energy in the prosecution of their work, which they consider 
of much importance to the banking interests of the country. 
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FIVE-TWENTY Bonps.—The Secretary of the Treasury issued on October 
Ist his twenty-eighth call for 5-20 bonds to be redeemed January Ist, being 
for $5,000,000, one-half coupon and the other half registered issues. The 
bonds called are of the Act of June 30, 1864, as follows, numbers all inclusive: 


Coupon. Registered. 
“3 $50—No. 69 to No. 150 
$50—No. 3,301 to No. 3,700 .. $100—No. 601 to No. 1,000 
$ 100—No. 10,501 to No. 12,000 .. $500—No. 482 to No. 750 
$ 500—No. 15,301 to No. 18,000 .. 1,000—No. 2,651 to No. 4,900 
$ 1,000—No. 59,701 to No. 68,000 .. 5,000—No. 1,551 to No. 2,100 


.. $10,000—No. 3,751 to No. 4,600 


THE SEARCH FOR UNSTAMPED CHECKS.—The Department of Internal 
Revenue has issued the following circular of instructions : 
TREASURY DEPARTMENT, OFFICE OF INTERNAL REVENUE, 
WASHINGTON, September 21, 1875. 
Internal Revenue Officers are informed that examination of National 
Banks for the purpose of ascertaining whether the bank checks, drafts, orders, 
or vouchers for the payment of money received by them and stamped as 
required by law, will hereafter be made by Bank Examiners under the direc- 
tion of the Comptroller of the Currency, and not by officers of Internal Rev- 
enue. 
Examination of Bankers, Trust Companies, and Banks other than National 
Banks, should continue to be made as heretofore by Internal Revenue Officers. 
D. D. PRATT, Commissioner. 


LIQUIDATION OF NATIONAL BANKS.—The Comptroller of the Currency 
declared in October a dividend of 15 per cent. to the creditors of the First 
National Bank of Topeka, Kan., and of 40 per cent. to the creditors of the 
Gibson County National Bank of Princeton, Ind. 


CoNFLICTING DeEcIsIons.—The United States District Court for the North- 
ern District of New York has recently decided that the usury laws of this 
State do not apply to discounts made by National Banks, but that the pro- 
visions of the National Banking Act are constitutional, and that if a rate of 
interest in excess of seven per cent. is taken the banks forfeit only the interest 
on the loan. The Court of Appeals rules the other way. 


THE Usury Conrtict.—In the United States Supreme Court a case is 
pending which involves the question whether or not State usury laws are 
— to National banks. Alluding to this, the Pittsburgh Commercial 
thus remarks: 

“It is worth noting that the effect of a decision sustaining the opinion of 
the New York Court of Appeals would have exactly the opposite effect in this 
State to what it would have in New York. There the penalties of the State 
law are far heavier than those of the National Bank Act. Here, while the 
rate of legal interest is less than that allowed by National law, the penalty 
for taking a greater rate is only a forfeiture of the excess, which makes the 
Pennsylvania law practically the mildest of the two.” 


New BAnk.—The Fifth Avenue Bank, organized under State charter, opened 
for business October 13th, on Fifth avenue and Forty-fourth street. Its officers 
are: Philip Wan Volkenburgh, President; John H. Sherwood, Vice-President ; 
A. S. Frissell, Cashier. This bank was organized to meet the wants of a 
number of the wealthy residents of that part of the city. 


Mr. BENJAMIN F. WHEELWRIGHT died on October 7th, at his residence 
in this city, in the seventy-second year of his age. Mr. Wheelwright was 
born in Boston, Mass., October 18th, 1803. He removed to this city at the 
age of twenty-two years, and engaged in mercantile business. In this pursuit 
he continued until 1837, when he retired from active mercantile life, with a 
handsome fortune. In 1839 he was elected President of the Greenwich Bank, 
in which position he remained until the day of his death. He was also Presi- 
dent of the Greenwich Savings Bank, and one of the Trustees of the United 


States Trust Company. 
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SUSPENSION.—The doors of the Third Avenue Savings Bank were closed 
on the morning of Sept. goth, and a notice posted that the “bank was closed 
pursuant to an order of the Supreme Court, granted on an application of the 
Attorney-General at the request of the Superintendent of the Bank Depart- 
ment.” It had been announced a week previously that the trustees of the 
institution had determined to go into liquidation. The credit of this bank was 
seriously impaired by the run about two years ago. On the 1st of January, 
1872, its deposits were $5,081,325, which were reduced by the end of that 
year to $1,435,831. On the Ist of January, 1875, the amount due depositors 
was $1,451,958. It is hoped that they may realize about 50 per cent. 


SPAULDING’S HISTORY OF THE LEGAL-TENDER NOTES.—We have received 
from the Hon. E. G. Spaulding advance sheets of the introduction to his new 
edition of this standard book, which will be ready for publication in a short 
time. As this is the only authentic history of the legal-tender money issued 
during the war, it may be proper to say that the new edition will contain 
precisely the same matter as the original edition, but Mr. Spaulding will make 
to it two copious and very interesting additions: first, the introduction of 26 
pages, above referred to, and, secondly, the appendix, containing several letters 
and other documents from eminent financiers on the paper money question. 
This additional matter will, we hope, be so printed as to be available in a 
separate form for those persons who have the first edition. Next month we 
shall give some further account of this important and valuable work. 


THE LEGAL-TENDER QUESTION.—A very interesting series of papers on 
this topic by Rev. C. T. Spear, D.D., has appeared for some weeks past in 
the Zndependent, of this city. They are nearly completed, and will at once be 
published in pamphlet form by Messrs. Baker, Voorhis & Co. We will speak 
of them further hereafter. 


DUNCAN, SHERMAN & Co.—Mr. W. Butler Duncan has addressed another 
circular to the creditors of Duncan, Sherman & Co., withdrawing the propo- 
sition which was submitted to them on the 16th of August, as it had not 
been accepted by a proportion of the creditors sufficient to secure the successful 
carrying out of the plan. 


CALIFORNIA.—The Bank of California re-opened for business on October 
2d. The deposits during the day exceeded the checks paid by about $750,000. 

In order to place the bank on a footing of unquestionable stability, a syn- 
dicate had been organized, who subscribed a guaranty fund of $ 7,930,000. 
The leading subscribers are Messrs. D. O. Mills, William Sharon, Joseph R. 
Keene and E. J. Baldwin, for $1,000,000 each; the San Francisco Stock Board 
and Glazier & Co,, $250,000 each; A. A. Cohen and Senator J. S. Jones, 
$200,000 each; Thomas Bell, R. F. Morrow, Maurice Dore, P. Donohue and 
J. B. Thomas, $150,000 each; H. M. Yerrington, N. Luning, Michael Reese, 
R. H. Lloyd and J. C. Morrill & Co., $100,000 each. The officers of the 
bank are: President, D. O. Mills; Cashier, Thomas Brown; Secretaries, S. 
Franklin, W. W. Wiggins; Attorney, Samuel M. Wilson; Directors, D. O. 
Mills, Nicholas Luning, Thomas Bell, William Sharon, John O. Earl, William 
Alvord, William Norris, James R. Keene, Robert F. Morrow, George H. 
Howard, E. J. Baldwin. 


THE RISK OF TELEGRAPHIC PAYMENTS.—A suit was brought by the Bank 
of California against the Western Union Telegraph Company to recover 
$1,200, gold, paid on a fraudulent telegram sent by an occasional operator 
named Charles Crowell to Crowell himself under the assumed name of Charles 
H. Crowley. The case has been decided in San Francisco against the bank. 
This decision furnishes no rule, however, on the responsibility of a telegraph 
company under such circumstances, as it turned upon another point, viz., lack 
of diligence on the part of the bank in identifying the payee. 


CoNNECTICUT.—Burglars attempted, on October Ist, to rob the Rockville 
National Bank by getting into the vault through the floor of a church above. 
Their operations were discovered before they had fully penetrated the vault. 
Unfortunately they were not captured. A very complete set of burglars’ too's 
was found between the joists under the church floor. 
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District Bonps.—The Commissioner of Internal Revenue in the sub- 
joined letter decides that bankers’ capital actually invested in 3.65 District of 
Columbia bonds is exempt from taxation. 

“TREASURY DEPARTMENT, OFFICE OF INTERNAL REVENUE, 
‘WASHINGTON, October 1, 1875. ; 

“Sir: I reply to your personal inquiries of to-day, that in order to ascer- 
tain ‘average taxable capital,’ reported in Form 67, the ‘average capital’ 
without any deduction whatever, should first be stated, as you will see by 
reference to the blank. 

“Immediately under the entry of ‘average capital’ should be entered, as 
a deduction therefrom, the average amount of said capital invested in United 
States bonds; and although the blank is not now worded to admit further 
deduction, I am of the opinion that in addition to the above deduction the 
average of said capital which is actually invested in the 3.65 District of 
Columbia bonds, concerning which you inquire, may, in view of Section 7, Act 
of June 20, 1874, also be deducted. That section provides that the bonds 
above referred to, ‘shall be exempt from taxation by Federal, State, or muni- 
cipal authority.’ “Very respectfully, 

“D. D. PRATT, Commissioner. 

“H. E. OFFLEY, Esq., WASHINGTON, D. C.’”’ 


THE FREEDMAN’s SAvincs & Trust Co.—The Commissioners of the 
Freedman’s Savings & Trust Co. announce that they will commence paying a 
dividend of twenty per cent. on all audited claims, Nov. Ist, at their office, 
1,507 Pennsylvania Avenue, upon presentation of pass-book or other satisfac- 
tory evidence of indebtedness. Creditors residing at a distance should forward 
their books or other evidences of indebtedness through some responsible bank 
or banker, or by mail or express. A check for the amount, with the book or 
other voucher, will be returned without delay. All checks have been drawn 
to the order of the original depositor, and assignments will be recognized 
only so far as to deliver the checks as originally drawn to the assignees. 
The Commissioners desire again to caution the creditors not to dispose of their 
claims at a sacrifice. Although they are still unable to approximate the 
amount the Company will ultimately pay, other dividends are sure to follow. 
The labor involved in settling the affairs of this institution may be inferred 
from the following statement: The number of open deposit accounts is 61,144. 
The present liabilities are $2,905,749 39. The amount of the first dividend 
as above is $591,149 87. There are about 5,000 accounts of less than $1, 
and at least 15,000 accounts of less than $5 each. 


The Washington City Savings Bank suspended payment in September, 
1873, with liabilities of about $800,000. Since that time dividends have been 
declared aggregating eighty cents on the dollar. It is supposed that the final 
dividend will be ten per cent., thus closing the business by the payment of 
ninety cents on the dollar to the depositors. 


ILLINOIs.—The suspension of the Fourth National Bank of Chicago, which 
took place on September 25th, caused no excitement or uneasiness there, as it 
had been understood for the’ last nine months ‘among bankers that it was 
winding up its affairs. The immediate cause of the suspension was an unex- 
pectedly heavy demand, which could not be met. The deposits had been 
reduced, since January last, from $483,000 to about $150,000, while the bills 
receivable are over $300,000. It is estimated that deposits will shortly be paid 
in full, and that the stockholders will ultimately realize nearly, if not quite, 
the face of their shares. 


Iowa.—The business and good-will of the People’s Bank of Dubuque has 
been transferred to the Commercial National Bank of Dubuque, which will 
pay the liabilities of the former and collect its debts. 


*INDIANA.—The charter of the Laporte branch of the State Bank expiring 
this year, it is now succeeded by the banking house of Hall, Weaver & Co., 
the members of this firm comprising all the stockholders of the bank. They 
are very properly identified with the banking interests of Laporte, the bank 
and its successors having been doing business in that county since 1837. 
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KENTUCKy.—An investigation of the books of the Planters’ National Bank 
Yeveals a defaication of $105,000, taken during the last five years by the late 
teller, Louis Rehm. It will be remembered that Rehm recently robbed the 
bank safe of $ 100,000, but was apprehended and the money recovered. 

The examination that reveals the defalcation was then made. The loss 
amounts to 30 per cent. of the capital stock and will fall on the stockholders 
only, the depositors being safe. The bank will go into liquidation. 


UnusuaL STABILITY.—The Mohawk River Bank, in Fonda, New York, 
has the same officers under whose management it commenced business twenty 
years ago. It has since then paid ten per cent. annually except the first three 
years, when it paid eight, and its stock is worth 150. 


TrExas.—A new bank, under a State charter, has been organized at Dallas, 
called the Exchange Bank, and has begun business with a capital of $60,000. 
Its officers are: Philip E. Chappell, President; George M. Swink, Cashier ; 
and F. Davenport, Assistant Cashier. New York Correspondent, Messrs. 
Donnell, Lawson & Co. 


CANADA.—MOLSON’s BANK.—The annual meeting of this bank was held 
on October 11th. The report of Directors shows a very satisfactory result 
of the year’s business, in view of the depressed condition of trade throughout 
Canada. The profits justify a dividend of eight per cent., while an addition of 
fifty thousand dollars is made to the Rest fund, now $500,000, or 25 per cent. 
of the capital. The adjoining premises, heretofore occupied by the Mechanics’ 
Bank, have been acquired at a cost of $100,000, and are to be occupied by 
the Savings Department of the bank. A fitting tribute was paid to the 
memory of the late President, Mr. William Molson. 

The same officers were re-elected, viz.: Mr. John Molson, President; Mr. 
Thomas Workman, Vice-President; Mr. F. Wolferstan Thomas, Cashier. 


Union Bank of Lower Canada.—The following changes have taken place: 
Mr. D. P. Eastwood has resigned the management of the branch at Ottawa, and 
is succeeded by Mr. J. G. Leitch, late Assistant Cashier. Mr. J. V. Woolsey, 
late agent at Three Rivers, is no longer associated with the bank, and has 
been replaced by Mr. C. A. Boxer. Mr. G. H. Balfour has been appointed 
Inspector of the bank. 


The Merchants’ Bank of Canada.—Mr. Walter Watson, at present chief 
agent in New York for this bank, has been appointed its general manager. 


THE HAMBURG BANK.—An event of some historical interest has just taken 
place in Germany in connection with the coinage reforms. It is the absorp- 
tion in the Imperial Bank of Germany of the Hamburg Giro-Bank, the refer- 
ence to whose course of business, as well as the Bank of Amsterdam, forms 
so interesting a chapter in Adam Smith’s “ Wealth of Nations.”” The Ham- 
burg “valuation,” which the bank established, has already been abolished, 
Hamburg having adopted the new Imperial marks as the standard, for a long 
time past, but now the Bank itself becomes a branch of the Imperial Bank of 
Germany. The officers of the old bank pass over into the service of the 
Imperial Bank. The bank, it is stated, was established in 1619, and now dis- 
appears from the scene, to use the language of the Berlin Borsen Zettung in 
recording the fact, after 257 years of fruitful activity. 


THE WRITING MACHINE, otherwise known as the TYPE-WRITER, is a 
remarkable triumph of mechanical skill. A few days’ experience with it leads 
one to understand the rapidity with which it is coming into use and favor. 
We have had one for some weeks in the office of the BANKER’S MAGAZINE, 
and find it a fascinating instrument, simple in its construction and easily 
mastered by any one of ordinary intelligence. Testimonials as to the efficiency 
of the TyYPE-WRITER will be found in the cover sheet at the beginning of 
this number. Orders for the machine, or inquiries concerning it, can be sent 
to this office. Its cost is $125. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 
(Monthly List; continued from October No., page 323.) 


OcToBER, 1875. 


State. Place and Capitai. Bank and President. N. Y. Correspondent and Cashier 
CAL..... San Francisco. Bank of California......... (Re-organized.) 
D. O. Mills, Pr. Thomas Brown, Cas. 
Wess -_ ae ORE OR INNER ieccccesc ~~ 8 — — araromrerlovnerc’ais 
OES w<: Trinidad...... First National Bank....... Tenth National Bank. 
$50,000 Frederick D. Wight, Pr. George R. Swallow, Cas. 
DAK .... Vermillion.... D. M. Inman £: Co........ Third National Bank. 
ee Yates City.... Taylor & Lambert........ Gilman, Son & Co. 
cas Carbondale ... Richart & Campbell....... Donnell, Lawson & Co. 
Iowa ... Montezuma.... Bank of Montezuma....... Importers & Traders’ Nat. Bk. 
“ . Sigourney..... Union Bank............... Gilman, Son & Co. 
AN ..... SOHNGs i. c0s.2 INR: DAME wos. snc dace ces Donnell, Lawson & Co. 
‘* .«« Minneapolis... Hi. S. Wooden ............ Corbin Banking Co. 
MAss... Boston ....... Merchandise NationalBank =... .eeeeeee 
$ 250,000 Israel G. Whitney, Pr. Edward O. Rockwood, Cas. 
NEB :... West Point.... Elkhorn Valley Bank...... Chemical National Bank. 
N. Y.... Waterville..... Charles Green & Sons..... Mercantile National Bank. 
Onto... Bellevue ...... Pirst Nemes Be ck ae ecccec.s 
$ 35,000 J. T. Worthington, Pr. Edwin H. Brown, Cas. 
PENN... Pennsburg..... Perkiomen National Bank.. (None.) 
$ 100,000 Michael Alderfer, Pr. John N. Jacobs, Cas. 
“ (WERE ena esas Western National Bank.... First National Bank. 
$ 100,000 Jacob H. Baer, Pr. Martin J. Skinner, Cas. 
*« ,.. Mercersburgh . Farmers’ Bank............ Union Banking Co., Phila. 
as - Osceola Mills. Citizens’ Banking Company Bk. Northern Liberties, Phila. 
Weenie Brattleboro’... People’s National Bank.... 020200 nceseeeeeeee 
$ 50,000 Parley Starr, Pr. William A. Faulkner, Cas. 
Wis.... Neillsville..... CRAM COUN TMi Rie sinwletn ncn 


OFFICIAL BULLETIN OF NEW 





NATIONAL BANKS, 


Authorized September 23 to October 20, 1875. 





No. Name and Place. President and Cashier. Authorized. Paid. 

2300 First National Bank, Frederick D. Wight...... $ 50,000 
Trinidad, Cou. George R. Swallow. $ 50,000 

2301 Perkiomen National Bank. Michael Alderfer......... 100,000 
Pennsburg, PA. John N. Jacobs. 100,000 

2302 First National Bank, J. T. Worthington....... 50,000 
Bellevue, OHIO. Edwin H. Brown. 35,000 

2303 Western National Bank, Jacob H. Baer........... 100,000 
York, Pa. Martin J. Skinner. 100,000 

Merchandise National Bank, Israel G. Whitney........ 500,000 
Boston, MAss. Edward O. Rockwood. 250,000 

2305 People’s National Bank, Panes Seer 6.555 ces.5's 100,000 
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Capital. -——~ 


Brattleboro’, VT. William A. Faulkner. 50,000 











CHANGES OF PRESIDENT AND CASHIER. 


CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List; continued from October No., page 322.) 


OcTOBER, 1875. 


Name of Bank. Elected. In place of 
CAL ... Petaluma Savings Bk., Petaluma. Wm. B. Haskell, Cas... O. V. Walker. 
CoL... First Nat. Bk., Colorado Springs. James Knox, Cas...... W. B. Young. 
Ce Georgia National Bank, Atlanta.. Edward L. Jones, Pr... I. A. Lapham.* 

Ooms - - - - Ossian L. Simpson, Cas. E. L. Jones. 
ILL.... Farmers’ Nat. Bank, Princeton... W. W. Ferris, Cas..... A. M. Swengle. 
IowA .. First National Bank, Iowa City.. Wm. M. Anderson,Cas. L. M. Sedgwick. 
KAN... Marion Bank, Florence.......... R. T. Battey, Cas...... O. T. Niles. 

“« ,.. Neosho Co. Sav. B., Osage Miss. C. W. Mitchell, Pr..... J. V. Pierce. 

etn si _ = “« Charles Coffin, Sec... .. M. Cross, Cas. 
MD.... People’s Bank, Baltimore........ E. A. Clabaugh, Pr.... J. H. Taylor. 

‘“« |... Central National Bank, Frederick P. M. Engelbrecht, Cas. P. L. Storm.* 
MASs.. Boylston National Bank, Boston. D. S. Waterman, Cas .. J. J. Soren. 
MINN.. First National Bank, Stillwater... Louis Hospes, Pr...... C. Scheffer.* 

a eae) (tor bed # " F. Siebold, Cas......... C. N. Nelson. 

‘* .. Northwestern N. B., Minneapolis H. S. Welles, Pr....... D. Morrison. 
Mo.... German Savings Inst., St. Louis. T. W. Meister, Pr..... R. Barth. 
Mont.. First National Bank, Bozeman... George W. Fox, Pr.... L. M. Black. 

me ws - “ James G. Dow, Cas.... G. W. Fox. 

N. H... National Bank of Lebanon....... E. A. Kendrick, Cas.... J. H. Kendrick. 
N. Y... Goshen National Bank, Goshen.. William T. Russell, Pv. W. Murray. 
OHIO... Ross Co. Nat. Bank, Chillicothe. John Tomlinson, Cas... B. P. Kingsbury. 

‘* |. Marietta Nat. Bank, Marietta.... Asa B. Waters, Cas.... D. G. Matthews. 
PENN.. Anchor Savings Bank, Pittsburgh Robert J. Stoney, Cas.. J. H. Scott. 

‘* ., Mechanics’ Nat. Bank, 2 W. R. Thompson, Cas.. J. G. Martin.* 

‘« ,, First National Bank, Oil City.... James A. Waugh, Cas.. H. M. Choate. 
CANA.. Union B. of L. Canada, Ottawa.. J. G. Leitch, Mgr...... D. S. Eastwood. 
shen = = ‘* Three Rivers C. A. Boxer, Agt....... J. V. Woolsey. 

* Deceased. ; 
THE PREMIUM ON GOLD AT NEW YORK, 
SEPTEMBER—OCTOBER, 1875. 
1874. Lowest, Highest. 1875. Lowest. Highest. * 1875. Lowest. Highest. 


September 93% . 10% .Sept.25.. 16% . 163 --Oct. 9.. 16% . 16% 


October... 93% - 10% .. 27. 103% . 16% -- II.. 16% . 165% 
MONS «5.5 90 + $898. ox 28... 163 . 17 a I2..16 . 16% 
Dec. ..... 113% . 12% - .- 29.. 16% - 17% .-- I3-- 155 - 16% 
1875. a 362. 07 <=. 8776 =» 14-- 163% - 16% 
January.. 113% . 13% me 15 -- 16% 17 
February. 134% - 1534 -.Oct. 1-. 163 - 17 on 16.. 165 - 17 
March... 14% - 17 aoe 2.. 163 - 174% 
April .... 14 - 15% os 18 .. 1656 . 16% 
May..... 15 - 16% .. cs 0S... BG = I9-- 16% . 163% 
June..... 104% . 17% ..- §-. 17% - 17% -- 20.. 164% . 16% 
ae mH. 17% .. O.. 169% . 1736 -- 21.. 15% - 16% 
August .. 123 . 14% .. 9s. 164. 197% =... 22.. 15% . 16% 
September 1334 . 17% 8.. 163 - 17% -- 23-. 14% - 15% 
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DISSOLVED, DISCONTINUED, OR CHANGED. 


(Monthly List, continued from October No., page 322.) 


CGE... Boyles & Lynch, Trinidad ; closed. 

Sane Swallow & Terry, Trinidad ; succeeded by First National Bank. 
Geecvacs Wright & Stegall, Thomasville ; succeeded by A. P. Wright & Co. 
PE. ocices Fourth National Bank, Chicago ; suspended. 

© apie Citizens’ Bank, Chicago ; suspended. 
IND..... Bank of the State of Indiana, Laforte ; succeeded by Hall, Weaver & Co. 
Iowa... Union Savings Bank, Cedar Rapids ; now Union Bank. 

«« —... Bank of Greene, Greene ; failed. 

‘« ... People’s Bank, Dudugue ; merged in Commercial National Bank. 

*« ... Taylor County Bank, Bedford ; succeeded by First National Bank. 
| one Planters’ National Bank, Louisville ; suspended. 

i eee Hart & Hebert, Baton Rouge ; suspended. 
MicH... Conger Brothers, Benton Harbor ; succeeded by F. D. Conger. 


‘* ... Hubbardston Exchange Bank, Huddardston; changed to Banking House 
of N. B. Hayes & Co. 


MINN... Howes Brothers, Hastings ; succeeded by Farmers and Traders’ Bank. 
NEB ... Griggs & Webb, Beatrice ; succeeded by Hiram P. Webb. 
N. Y.... Stoddard & Babcock, Naples ; succeeded by E. P. Babcock. 
OHIO... Evans & Co., Cincinnati ; succeeded by Hughes, Wright & Co. 
PENN... Western Sav. Bk., Pittsburgh ; now Western Bk. of Thompson, Bell & Co. 
TEXAS.. Chambers & Dodge, Gatnesville ; succeeded by C. Chambers & Co. 
« .. Erastus Jones, Sefferson ; closing business. 
Wis..... Telling, Wood & Co., Neilisville ; dissolved. 
Wyo.... Posey S. Wilson, Cheyenne ; failed. 
CANADA Mechanics’ Bank, Montreal ; suspended. 


CSS C- 





Our RAILROAD STOCKS AND BONDS ABROAD.—The report of the United 
States Consul at Rotterdam (Netherlands) to the State Department, contains 
the following: “Concerning the transactions in United States railroad shares 
which, before the catastrophe in the United States, had been so important an 
element in the Dutch money market, I have but to repeat the statement of | 
my preceding annual report. Far from showing any sign of returning confi- 
dence in United States railroad shares, the Dutch public rather manifests 
increasing aversion. The sale of United States railroad securities, even at the 
lowest rates, is limited to the smallest minimum. The laws recently enacted 
in Wisconsin concerning railroads have just affected those securities, in which 
the Dutch capitalists had invested enormous sums, namely, the Chicago and 
North-Western, and the Milwaukee and St. Paul Railroads. As yet the holders 
of these bonds still believe that the hope created and entertained by the 
Directors of these railroads will be realized, and that those laws will be 
annulled by the Supreme Court. Should this not be the case, a new deprecia- 
tion of these securities, as well as of all other American railroad bonds, may 
be expected. For years to come, no investment of Dutch capital in United 
States railroad enterprises will be made. . Financiers who, in this country, 
have been dealing in United States railroad securities, agree in declaring that 
a revival of confidence in American railroad enterprises can only be expected 
when a radical change of the present legislation on railroad companies takes 
place in the different Siates. As the best means of restoring confidence, they 
indicate a strict control of the creation and payment of the capital of com- 
panies; the obligatory regular (at least monthly) publication of the receipts 
and expenditures of the railroads; the limitation of the arbitrary power of the 
presidents of the companies; and a greater influence on the part of holders of 
really paid bonds.” 
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NOTES ON THE MONEY MARKET. 


NEW YORK, OCTOBER 23, 1875. 
Exchange on London at sixty days’ sight, 4°78% @ 4°79, in gold. 


Three things chiefly attract attention in Wall street: the decline of gold, the 
improvement in stocks, and the hardening rates of money. The advance in gold 
last month was due in part to the agitation about inflation. This agitation received 
a severe blow by the result of the Ohio election, and the natural consequence has 
been that the price of gold has receded. The announcement of the prepayment of 
the gold interest to-day has aided this declining tendency, and gold has fallen accord- 
ingly. The price during the week has receded from 117 on Monday to 114% to-day. 
On gold loans the terms are easier, and range from 3-64 a day to 3 per cent. per annum, 
and flat. But for the uncertainty about the demand for gold in Germany the pre- 
mium here would probably recede more rapidly and more permanently than seems 
likely at present. What will be the extent of that demand is uncertain. The 
German Government have given the requisite notice of the demonetization of silver 
on January tst, 1876. This will precipitate an active demand for gold to replace 
the demonetized silver coin, preparations for which are in progress. What amount 
of.gold will be needed for that purpose, and how far the vacuum in the currency 
will be supplied by the new Government notes, we cannot say. The banks are not 
allowed to issue any small notes. The Government notes have a monopoly of this 
part of the circulation. The smallest bank-notes are for 100 marks, or 25 dollars. 
In view of these contingencies in the German money market the future movements 
of our gold premium are enveloped in much incertitude. Foreign exchange is dull 
and lower, with a tendency to harden at the close. 

In the Stock market there has been a general disposition to greater activity. 
The demand for railroad bonds is mioderate, and for railroad shares liberal for 
investment. Governments have been active, but closed quiet in consequence of the 
fall in gold. Our quotations are as follows: 


QUOTATIONS: Sept. 28. Oct. 2. Oct. 9. Oct. 16. Oct. 23. 
RPE has asc a oiane> os 116% oa 117% 3 11646 =< 116% ns 114% 
U. S. 5-20s, 1867 Coup. 120% ae anaes 120% e 120% 1 t19% 
U. S. new Fives Coup. 118 6 118% re 117% a 117% yi 116% 
West. Union Tel. Co.. 76 ve 76% aa 74% ‘ 14% os 17 
N. Y. C. & Hudson R. 102 oe 103 ‘ia 102 ots 102% a 104% 
Lake Shore........... 53% Per 54 $5 52% ae 5436 sek 59% 
Chicago & Rock Island 107% Se 108 Pe 102\% Pa 103% an 104 
New Jersey Central... 11% ae 111 a 103 =a 104 “s 105% 
Erie. 17 ire 16% as 16% oe 15% oa 17% 
Union Pacific 7o oh 65% sa 63% “ 66% ss 68 
Bills on London -. 4-80a4.8014 ..4.78%a4.79% ..4.77%444.78%.. 4.79%4a4.80 
Treasury balances, cur. $ 57,830,869 .. $57,302,432... $55,280,170 .. $54,273,071 .. $53,977,928 

Do. do. gold 35,186,051 .. 35,830,992. 37,898,419 .. 40,144,275 .- 39,684,936 
Call loans. ig 2a3 oe 344 ae 24a3«(i«y: 2%a3 
Discounts ...........+ 6a7 és 54a7__.. 6a7 a 5%a7_ te. 6a7 


The Money market shows an advance in rates. Call loans are at 3 to 4 per 
cent., and commercial paper has free currency at 6 @ 7 per cent. for prime names 
at three to four months. The weekly statements of the Clearing-House show a 
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lively movement of currency and capital to the interior. 
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The draw to the West is 


less active, but shipments of currency to the South are still going on. The New 
York bank statements compare as follows: 
Legal 
1875. Loans. Specie. Tenders. Circulation. Deposits. Exchanges. 
Sept. 27....$ 281,616,200 .. $7,269,200 .$ 67,321,900 . $17,934,300 . $ 239,439,400 . $ 405,863,314 
Oct. 4.... 278,811,300 .. 6,448,900 .. 66,490,600 .. 17,925,800 .. 234,403,600 .. 385,154,909 

“ 11.... 282,173,600 .. 6,701,500 .. 60,356,800 .. 17,852,400 .. 230,156,100 .. 403,246,651 

“* 18.... 284,529,700 .. 6,389,200 .. 56,495,400 .. 17,812,800 .. 228,698,800 .. 415,965,825 

‘€ 23.... 280,584,700 .. 6,406,600 .. 54,762,900 .. 17,806,200 .. 223,471,700 .. 423,741,719 

The Boston Clearing-House statements compare as follows: 

1875. Loans. Specie. Legal Tenders. Circulation. Deposits. 
Gant 47....5<%. $ 134,701,600 $388,200 ... $9,897,900 .. $24,997,700 ...$77.044,300 
Gk. Bidscnacce 135,154,500 371,100 ... 10,255,100 25,218,900 ... 78,842,900 

© ‘Bissacdess 135,558,200 386,700 9,975,200 25,139.300 80,944,000 

PP ac ensiee 136,280,400 394,700 9,956,900 25,300,600 81,743,200 

The Philadelphia statements are as follows: 

1875. Loans. Specie. Legal Tenders. Deposits. Circulation. 
ee $ 62,130,558 $148,940 .. [$14,020,819 .. $49,231,071 .. $11,122,443 
a eee 61,411,573 140,749 14,878,329 ... 50,576,441 11,097,055 

© Mise ccuss 62,125,026 119,011 15,002,695 49,723,169 11,169,766 

“ 6.. 62,219,120 126,389 14,403,597 49,580,858 11,173,258 


The public debt shows a reduction of $3,342,562.61 for the month ending Octo- 


ber 1. 


of $ 304,584. 
The total outstanding circulation of the National Banks, with the amount of 


bonds deposited in Washington, compare as follows: 


The greenback aggregate is $373,941,124, showing for the month a decrease 


Week Totes in Bonds for Bonds for Coin in Coin 

snag circulation. circulation. U.S. deposits. Total bonds. Treasury. Certificates. 
May . . $ 350,459,189 . $379,198,900 . $16,017,200 . $ 395,216,100 . $92,205,130 .$ 20,848,600 
May 22.... 350,012,329 .. 379,186,900 .. 15,967,200 .. 395,154,100 .. 92,551,522 .. 20,119,800 
June 5...- 350,780,279 .. 378,938,900 .. 15,917,200 .. 394,856,100 .. 83,927,204 .. 19,777,200 
June 12.... 349,257,859 .- 378,176,400 .. 15,942,200 .. 394,118,600 .. 83,608,659 .. 19,248,300 
June 19.... 348,994,474 -- 376,860,400 .. 15,892,200 .. 392,752,600 .. 77,016,446 .. 19,803,100 
June 26.... 349.462,839 .. 376,585,600 .. 15,817,200 .. 392,402,800 .. 69,945,673 .. 18,489,700 
July 3..-- 349,285,309 .. 375,735,000 .. 15,792,200 .. 391,527,200 .. ...eseeee oe ce eeeeeee 
July 10.... 349,735,164 .. 375,333,000 .. 15,792,200 .. 391,125,200 .. 69,608,526 .. 23,673,800 
July 17.... 351,613,724 .. 375,197,362 .. 15,792,200 .. 390,989,562 .. 68,860,027 .. 23,309,400 
July 24.... 350,764,469 .. 374,753,362 .. 18,792,200 .. 393,545,562 .. 66,926,937 .. 22,628,300 
July 31.... 349,835,249 -- 374,894,362 .. 18,792,200 .. 393,686,562 .. .......06 ce cece eens 
Aug. 7..-- 348,937,939 -- 374,927,862 .. 18,792,200 .. 393,720,062 .. 71,953,412 .. 22,657,200 
Aug. 14...- 349,205,093 -- 374,917,762 .. 18,792,200 .. 393,709,962 .. 70,716,887 .. 19,740,700 
Aug. 21.... 349,130,000 .. 374,788,762 .. 18,792,200 .. 393,580,962 .. 70,738,807 .. 18,561,000 
Aug. 28.... 348,725,018 .. 374,531,762 .. 18,792,200 .. 393,323,962 .. 70,223,690 .. 17,510,400 
Sept. 4.... 348,011,138 .. 373,812,762 .. 18,792,200 .. 392,604,962 .. ....-.000 02 ceeeeeees 
Sept. 11.... 347,980,000 .. 373,382,762 .. 18,792,200 .. 392,174,962 .. 66,730,316 .. 16,389,400 
Sept. 18.... 347,578,483 -. 373,077,762 .. 18,792,200 .. 391,869,962 .. 65,927,109 .. 12,722,400 
Sept. 25..-- 347,720,223 .. 372,150,762 .. 18,792,200 .. 390,942,962 .. 66,924,152 .. 12,435,000 


The Comptroller of the Currency a few weeks ago issued a circular requesting 





returns from all National Banks of the amount of taxes paid by them during the 
years 1874 and 1875. These returns are not yet completed for any State, and such 
banks as have not reported are urgently requested to do so. A compilation has, 
however, been made from such returns as have been received from the State of 
Ohio, which composes three-fourths of the banks of the State, from which it appears 
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that the ratio of State taxation upon capital in the city of Cincinnati is 2.52 per 
cent., and in Cleveland 2.19, and from all the banks in the State, including those 
cities, 2.32. The amount of United States taxes for the same period was 1.62 per 
cent., making a total of State and National taxes of 3.94 per cent. It is estimated | 
that the total average taxation of the National Banks of Ohio is about four per 
cent. Similar returns were made by the banks of Ohio in 1867 and 1869. The 
rate of State taxation in 1867 was 2.32 per cent., and United States taxation 2.29, 
in all 4.61. In 1869 the rate of State taxation was 2.50 per cent., and the United 
States taxation 2.87, per cent., in all 5.37 per cent. for that year. 

The Illinois Railroad Company report that the grant of land to the Company 
was 2,595,000 acres, of which 299,565 acres remained unsold on the 1st of January, 
1875. The net amount received by the Company from the sales of these lands is 
about $26,281,000, including the interest on deferred payments. The State of 
Illinois has received, on account of the gross earnings of the road and the sale of 
land, an annual average of $400,000 for the last seven years. This is given as 
seven per cent. of the gross earnings and land sales, and the total receipts by the 
State from this source are $,6,244,835.88. 

Railroad iron is popularly supposed to be produced chiefly in the Eastern 
States. The American Railroad Gazette shows that this is an error, aud gives the 
following table of the percentage of production in various States: 

1872. 1873. 1874. 

Pennsylvania 2 ae 41.9 mee 36.9 or 35-5 
Illinois m Sie 10.7 Riese 15.4 Rea 17.2 
wks 12.2 rer 6.7 rrr) 11.3 

Maryland. E cae 2.6 maa 4:4 ree 6.6 
New York ” ian 8.2 er 47 er 6.4 
Wisconsin Pore 37 aaa 3.8 Swb 4.1 
Massachusetts , eae 2.9 re 3.0 Lisle 3-4 
Missouri. . ease 1.6 ems 1.6 sbi 3:3 
Indiana. F oe 2.4 cea 1.9 segs 2.8 
Maine . sae 1.4 sciaie 1.6 a8 2.0 
PS 5 cdisiascicnscane x reer 1.5 whee 1.5 eer 1.9 
Vermont xa ate ae waea 0.7 eas 1.4 
Georgia . ne 0.7 pies 0.9 Sites 42 
Kentucky P ¥ sare 0.4 PCre 1.3 Saag 0.8 
New Jersey 5 re 0.9 sii ng aan 0.5 
Michigan A oe 1.0 mean 0.5 aes 0.3 


Here Pennsylvania is seen to have begun in 1871 with three-sevenths of the total 
production, and to have produced a smaller and smaller proportion yearly. The 
proportion of New York has also decreased. The chief increases in proportions 
have been in Illinois, Ohio, Maryland, Wisconsin, Missouri and Indiana. In 
Pennsylvania and Maryland, and further east, 66.6 per cent. of the whole was pro- 
duced in 1871, but only 55.8 per cent. in 1874. In the States west of Pennsylvania 
and north of the Ohio the production was 29.7 per cent. of the total in 1871 and 
40.2 per cent. in 1874. This shows a decided westward movement of the rail-rolling 
industry. This is natural, in view of the fact that a large part of the rolling is 
re-rolling, for which the material comes from the railroads themselves; and fuel 
must be very costly and labor very high where it will pay to ship old rails east- 
ward a thousand miles or so to a rolling-mill, and then ship them back to the 
railroad. But if we take the new rails only, the West still shows a large propor- 
tion of the production. In 1874 it produced 38.3 per cent of the new rails, and the 
Eastern States grouped together about 60.2 per cent. The figures for new and 
re-rolled rails are not given separately for the previous years, but it appears that 
the production of new rails has increased faster in the West than the production of 
re-rolled rails. Rails are carried from the East to the West at very low rates, 
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because of the great numbers of cars going empty in that direction. But even at 
half a cent per ton per mile, the charges for a thousand miles amount to $s, 
which gives a very considerable advantage to the Western mills in supplying the 
Western demand. 


The Austrian statistician, Brachelli, reckons the total production of minerals in 
all the countries of Europe for 1874 to have been as follows: Platinum, 1,025 
kilogs; gold, 6,900 kilogs; silver, 300,000 kilogs; pig iron, 240,000,000 cwt.; copper, 
600,000 cwt.; lead, 5,300,000 cwt.; zinc, 2.7 to 3,000,000 cwt.; tin, 205,000 cwt.; 
coal, 4,376,000,000 cwt.; salt, 95 to 100,000,000 cwt.; manganese, 1,616,000 cwt. ; 
antimony, 5,700 cwt. 

The increase of wealth of Great Britain, between 1814 and 1873, is reported in 
a recent Parliamentary paper as follows: In 1814 the gross annual income from 
real estate, mines, quarries, canals and gas-works, was about §$ 300,000,0c0. In 1844, 
after the establishment of the railway era, and railway earnings were included, the 
income from real estate had grown to $ 476,000,000; in 1864 to $807,000,000, and in 
1873 it was $1,065,000,000. A corresponding increase has, of course, taken place 
in the incomes from trades and professions, which have grown from $185,000,000 in 
1814 to $976,000,000 in 1873. These estimates are founded on the English income 
tax returns. It appears that the 32 millions of the British people have an annual 
income of $ 2,041,000,000, which gives an average income of $63.78 a year to each 
person, and of $318.90 to each family of five persons. The average income of the 
people of France and Germany is estimated at a still lower sum. Probably there 
is no country in modern times whose average income per capita comes up to that 
of the United States. How far this advantage is neutralized by the diminished 
purchasing power of paper money is a question well deserving further investi- 
gation. Subjoined is a table from this Parliamentary Report: 


Gross ANNUAL VALUE OF PROPERTY IN GREAT BRITAIN. 


England United 

Year. and Wales. Scotland. Ireland. Kingdom, 
ere 4 53:495:375 seus ££ 6,642,955 adie  Semaas sees  £ 60,138,330 

(Great Britain.) 
BBG4... cccccccce 86,573,636 eeee 8,726,612 re erry peers 95,300,248 

(Great Britain.) 
ee 100,835,328 sina 12,144,437 «ees £11,892,120 esiae 124,871,885 
BEG4cccesccccees 131,341,499 mses 16,254,230 en 13,801,616 ‘<iphin 161,397,345 
eee 175,208,086 anes 23,067,631 aba 14,647,134 are 212,922,851 

Gross ANNUAL INCOME IN GREAT BRITAIN. 

ee ee 34,287,685 re 2,773,304 aaa C(té‘C RNS inet 37,058,989 
TR scntennsaas 55»5°5,733 oer 9,589,458 Mee. = Sinan rere 65,095, 191 
RT ee ee 74,610,127 rere 11,889,864 wai 4,780,140 meine 91,280, 131 
SIN reer 106,898,319 aces 11,901,284 acrs 55275:947 ae 124,075,550 
OEE 170,685,311 ities 12, 437.490 deine 8,114,538 sks 197, 2373339 


DEATHS. 


At NEw York, on Thursday, October 7th, aged seventy-two years, BENJAMIN 
F. WHEELWRIGHT, President of the Greenwich Bank and of the Greenwich Sav- 
ings Bank. 

At PirTsBurGH, on Thursday, October 7th, aged seventy years, JOHN G. 
MARTIN, Cashier of the Mechanics’ National Bank. 








